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moef thousand cubic feet 
mmef million cubic feet 

bef billion cubic feet 

bbl(s) barrel(s) 

mibbl(s) thousand barrel(s). oF 
mmbbi(s) million barrel(s) i 
boe barrel of oil equivalent - 
mboe thousand boe 

mmboe million boe ‘ 
mmbtu million British Therm 

/d per day 

GJ gigajoule 
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We increased production 20 percent to 81,104 barrels 
of oil equivalent (boe) per day 


We increased proven reserves 23 percent 
to 212 million boe 


We increased cash flow from operations 
143 percent to $593 million 


We increased net income 203 percent 
to $208 million 


Our return on equity was 40 percent 
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Gross Revenue 


40 


Cash Flow 


Exploration and 
Development 
Capital Expenditures 


66 196 241 357 
97 «1998 92 2000 


Production 


457 56 2 & 21 81,104 
97 998 999 2000 


Net Income 


0.29 0.49 0.45 3.37 


Drilling Activity 
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Chief Executive’s 
Message to Our Shareh 


2000 was an extraordinary year for Canadian Hunter. Following up on success — particularly the type of 
success Hunter achieved in 1999 — is always a major challenge. | am pleased to report that we have met 
this challenge and pushed beyond. 


We increased earnings 203 percent to $208 million and $3.37 per fully diluted share. Our cash 
flow increased 143 percent to $593 million or $9.56 per fully diluted share. We achieved a 40 percent return 
on equity — enviable results, even in a year of remarkable commodity prices. 


However, at Canadian Hunter we understand our goal is to deliver returns superior to the industry 
average through all phases of the energy commodity price cycle. We will do this by finding, developing and 
producing new reserves of primarily natural gas on a value-adding basis. This is the same fundamental 
strategy that Canadian Hunter has employed over its 28-year history. We know it well. We execute it very well. 
So while our financial performance throughout the year was indeed extraordinary, of primary importance are 


our operating results. We believe we have a compelling story to tell here too. 


In 2000, we increased production to 81,104 boe per day, a 20 percent increase over the 
67,721 boe per day we produced in 1999. We drilled 332 wells in 2000; over 70 percent of the wells were 


exploration oriented. Our overall success rate was 85 percent. 


Our focus on a low cost base continues. Finding and development costs of $8.82 per boe in 
Canada were up significantly from 1999, mostly due to inflationary increases in costs resulting from high 
industry activity and our aggressive land purchase program. We believe, however, our finding and development 
costs are still below expected industry averages. Another important element is our operating costs. Operating 
costs per unit of production were reduced by 6 percent in Canada in 2000 from a level in 1999 that was 


already among the lowest in the industry. 


We are currently operating in a high price, high cost environment. As demand for natural gas 
escalates, so does our search for new supplies. However, the intensity of that search results in even more 
competition for land, equipment and people resources. Because of this, there are significant challenges as 
well as great opportunities for Canadian Hunter in 2001. Here are some of the ways we have prepared to 


meet those challenges and continue to deliver value for our investors. 


READY FOR 2001 AND BEYOND 

Our strategy for growth is simple. We will continue to grow Canadian Hunter by exploring for natural gas 
and liquids on a value basis. We pursue this strategy not because it is easy, but because it is what we 
do best. 


Later in this annual report our Chairman heralds a new age of natural gas exploration in 
western Canada. We are excited by this prospect and believe Canadian Hunter is superbly positioned to 


capitalize on these new exploration opportunities. 
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Canadian Hunter was one of the first gas focused exploration and production companies in 
Canada. Our discovery of the Deep Basin in 1976 — a giant among North American gas fields — not only 
helped to build our company, it also helped to establish Canada’s natural gas industry. While our corporate 
structure has changed over the years, culminating in our introduction as a public company in 1998, this 


heritage still shapes Canadian Hunter today. 


From our discoveries in the Deep Basin 25 years ago, to our recent Successes at Kaybob 
and Lethbridge, we have proven our exploration skills can transform complex geology into a productive 
and valuable resource. As we push out the boundaries of our operating fairway to increase reserves and 
production, we are focussed on continuing to deliver a return on capital that is one of the highest in 


our industry. 


We need undeveloped land to expand Canadian Hunter’s exploration activities. In 2000, we 
strengthened our land position in western Canada with the acquisition of approximately 400,000 acres. This 
brought our net undeveloped tracts of land to 1.8 million acres in the gas prone fairway that Hunter has 
been playing successfully for the past 28 years. It is a substantial platform that will allow Canadian Hunter 
to continue exploring for and producing natural gas and liquids well into the future. 


We anticipate increased spending again in 2001, which will allow us to continue transforming the opportunity 
represented by our undeveloped land into value for our shareholders. We plan to allocate approximately one third 
of our capital spending to exploratory drilling activity, Canadian Hunter’s engine of growth. 


The cost of land, people and other resources has increased for all companies in the Canadian 
energy sector. We continue to achieve finding and development costs at levels below the industry average, 
however the current inflationary environment will increase industry costs in 2001. 


A real benefit of increased prices however, is that they increase our range of exploration 
targets. Stronger prices mean we can profitably find and produce tighter, deeper and higher-cost gas. In 
the current strong price environment, we believe it is prudent to widen the range of targets we pursue, and 
tap solid but higher cost opportunities. 


In 2000, with our $134 million investment in the Sierra Chata gas field in the Neuquén Basin in 
Argentina, we diversified outside the Western Canadian Sedimentary Basin. We did this because there are good 
opportunities abroad to lever the skills we have developed at home and create value for our shareholders. The 
Sierra Chata gas field resembles the geology of the Western Canadian Sedimentary Basin, and Argentina’s 
natural gas industry looks much like Canada’s did in the 1970s — with room for demand growth, a large, 
relatively untapped producing basin and plenty of upside remaining. By investing in Argentina, we believe 
we are diversifying and strengthening Canadian Hunter’s portfolio of opportunities. 
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In 2001 we will continue to evaluate opportunities to add to our international asset base by 
investing in geological regions like the Neuquén Basin, in countries like Argentina that offer superior rates 
of return in a relatively moderate-risk environment. 


WORKING TOGETHER - PURSUING VAI 

Once again, the skills, experience, discipline and creativity of the people of Canadian Hunter have produced 
outstanding results for our shareholders. We will never lose our enthusiasm for exploration. However, an 
understanding of the earth is not sufficient, by itself, to deliver superior results. It also takes thorough 
commercial analysis, marketing acumen, cost discipline and an unrelenting focus on value creation. 
We evaluate every prospect, every project, every opportunity from that most important value perspective. 
We would like to thank the employees of Canadian Hunter who have once again proven their determination 


to deliver on this simple but powerful formula. 


The year 2000 also saw the end of our formal relationship with the Brascan group. That 
relationship, initially through Noranda and then directly with Brascan, extended back to the beginning of 
Canadian Hunter in 1973. We would like to acknowledge and express our appreciation to David Kerr and 
Jack Cockwell for their exceptional support and counsel over many years. We also want to thank 
Brian Kenning for his contribution to Canadian Hunter as it became a public company at the end of 1998. 
These three representatives of Brascan retired from the Board of Directors at the time of the secondary 
offering of Brascan’s 40 percent shareholding last April. We have also had the good fortune to welcome 


Larry Bell and Cedric Ritchie as new directors to the Board. 


And finally, but no less importantly, we thank you our shareholders for your support of Canadian 


Hunter throughout 2000 and now in 2001. Our relentless pursuit of value continues together. 


Stephen J. Savidant 
President and Chief Executive Officer 
March 5, 2001 
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When you strip away the price effect that sent earnings and cash flow soaring throughout the industry, 
Canadian Hunter added shareholder value by doing what it does best — adding substantial volumes of new 


reserves and bringing on production at low costs. 


Canadian Hunter is one of a few companies of this size with such a substantial emphasis on, 
and track record for, exploration. Of the 332 wells we drilled in 2000, 72 percent were exploration wells. 
Canadian Hunter drilled the second highest number of exploration wells of any company in Alberta and 
British Columbia in 2000, and we had more gas discoveries than any other explorer in western Canada. We 
are proud of this achievement and very satisfied with the results. 


In 2000, Canadian Hunter increased production by 16 percent and reserves by 6 percent in 
Canada, entirely through exploration and development activities — through the “drill bit”. We reduced operating 
costs per unit of production by 6 percent in Canada. Our exploration success rate was 83 percent. While our 
finding and development costs rose substantially, we believe they will continue to be in the best quartile 
of industry once all reporting is completed. None of these performance measures are influenced by 
commodity prices. 


Beyond 2000, we believe Hunter will continue to differentiate itself by its ability to explore in the 
higher cost, higher risk, higher reward and more technically complex areas of the Western Canadian 
Sedimentary Basin. And it is to these areas that the industry is turning to grow gas production. 
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Canadian Hunter's proven reserve life index (RLI) rose to 7.1 years in 2000, mainly due to the acquisition of 
long-life reserves in Argentina. In Canada, our proven RLI is 6.3 years. We believe it is also important to look 
at the makeup of those reserves, however. Eighty-three percent of Hunter’s reserves in Canada are proven 
developed. On a proven developed basis, Canadian Hunter’s RLI is close to the industry average, and it has 
been in this range for the past decade. 


However, the other important factor to consider is Hunter’s ability to replace reserves on an 
ongoing basis through the drillbit. The capital efficiency ratio is the relationship between the percentage of 
annual production replaced during the year and the percentage of cash flow invested to accomplish this. 
For example, in 1999 we replaced 207 percent of our production by spending 98 percent of our cash flow. 
This generates a capital efficiency ratio of 2.1. In 2000, we spent only 60 percent of our cash flow (cash 
flow was up due to higher prices and production), but we replaced 134 percent of production, generating 
a capital efficiency ratio of 2.2. We see this ability to replace production efficiently as strong evidence of our 
record of adding value for our shareholders. 


Reserve Replacement & Capital Efficiency 


100% 200% 


Cash Flow Invested (E&D) 
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in 1997, acombination of highly cyclic natural gas prices and the depressing effect of extraordinarily intense 
competition on our industry's fundamental rates of return through most of the 1990s, led Canadian Hunter 
to look at opportunities for global diversification that would enable us to project our competencies to other 
regions with the promise of superior returns to those traditionally available in western Canada. The southern 


cone of Latin America, and initially Argentina, drew our interest for a number of reasons: 


= Similar geology to western Canada: Our technical people saw analogous fields to those we explore and 
develop in Canada. We believe we can successfully employ our technical skills in Argentina and elsewhere 


in the southern cone. 


= Relatively stable political and fiscal regimes: Argentina, Brazil, Chile and Bolivia all met our criteria in 
this regard. 


= Attractive rates of return: Our early analysis, subsequently supported by our first 2 investments, made in 
2000, points to very satisfactory rates of return — certainly superior to those achieved by the Canadian 
industry in the ’90s, but not as strong as those being achieved currently in Canada — in its high phase of the 
North American commodity cycle. Canadian Hunter takes a long-term view with regard to its capital spending 
strategy and expects its investments in Argentina to perform well for the Corporation over the full cycle. 


Prices make up only one element of the economic attractiveness of a region. Argentina 
boasts lower taxes and royalties when compared to Canadian regimes, as well as attractive finding and 
operating costs. 


The energy requirements in the southern cone are growing dramatically and with that growth 
comes the prospect of significant real price increases for natural gas over the next few years. 
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Mike Downey 


Canadian Hunter’s growth has historically come from, and will continue to come from, the broad fairway 
running from south central Alberta up to northeast British Columbia. This fairway encompasses our existing 
asset base but offers much more in terms of new exploration opportunities. Most of our current properties 
are not mature, and they still yield significant exploration successes and production growth year after year. 


A perfect example of this is our Deep Basin property, which is profiled in this annual report. The 
Deep Basin has been producing for 25 years, after being discovered in 1976. Despite its long history, 
65 percent of the wells we drilled in the Deep Basin last year were exploratory and the Deep Basin not only 
replaced its 25 percent decline rate, but increased production by 7 percent. The Deep Basin team achieved 
that by spending only 37 percent of their cash flow. They spun off over $200 million in excess cash flow for 
reinvestment elsewhere in Canadian Hunter. 


Border is another long-time asset in which we continue to expand production. For the past 
3 years the Border area has generated in excess of 20 percent per annum growth in production. Well over 
half of our 2001 production growth in this area will come from 5 step-out areas that have extended our 


reach well beyond the original unitized production base. 


In addition to continuing exploration and development in our core areas, we are expanding into 
the Foothills west of our current asset base. The Foothills is a high risk/high cost game, but it also comes 
with high rewards. The Foothills has very complex geology and we believe it plays to Canadian Hunter's 


strength as a highly technical company. 


Another area where we will continue to expand is in Argentina. The two acquisitions we made 
in 2000 have brought Argentine production to 6 percent of the total for Canadian Hunter. We continue to 
assess opportunities in Argentina and onshore Brazil, with the ultimate goal of having 20 percent of our 


production sourced outside of Canada by 2005. 
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This is the dawn of a new age of exploration in the Western Canadian Sedimentary Basin. 
Growing demand for energy across North America, in particular natural gas, has driven commodity 
prices to new heights. At the same time the basin is maturing. This means that while there’s still 
plenty of natural gas left to find and produce, the easy gas is mostly gone. Now, more than ever, 
exploration companies are turning their attention to gas that’s deeper and tighter; gas that’s more 


difficult to find and more costly to produce. 


No doubt, some view this new age of exploration with trepidation. At Canadian 
Hunter, we see it as an exciting opportunity. We believe that the future will belong to companies 
like ours; companies with the people, assets and expertise to understand and exploit the 
potential that lies deep within the earth. 


This is why | believe that the 232 Hunters who constitute this fine company welcome 
the new age of exploration in the Western Canadian Sedimentary Basin. 


James K. Gray 
Chairman and Co-Founder, Canadian Hunter 
March 5, 2001 
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Canadian Hunter’s culture 

of value-focused exploration — 
evolved from our early discoveries 
in the Deep Basin. With estimates — 
of ultimate resource potential 

for the area exceeding 10 trillion 
cubic feet of natural gas, the 

Deep Basin is one of the largest 
natural gas basins in North America. 
Even today, after 25 years of 
intense exploration and production 
activity, the Deep Basin is still only 
| moderately drilled. 


The Deep Basin holc 
vast reserves of natu 
layered from depths | 
to 3,000 metres an 
For some, the comp! 
geology of the Deer 

is too daunting, b 

this resource rich, com; 
region that we honed 
exploration skills. 


m : : } y 
3-Dimensional View of the Deep Basin | . : i | Z 
Ne 2-Dimensional Cross Section of the | i M v 


4 NV 
Deep Basin Showing the Main Producing Sands Mv "i MY 


VAVAR Arar 

SS 

Ra 

IS 
Zier 
SSS 


NA { NA N 


Mifpppthhda ULL hh Mls Uke 


CMOWMW)) Mul ne i i 


[_Chinook : “Pw yy» ; ; | 


[_ Belly River MMM 


Doe Creek ¥ 


| Dunvegan 4 * 


yi Wp CL AN ) | 
pt the Ye TS i v IN 

SS) V7 WY : . \ 
Rae Wie “MW Y | YIYJ=$y.06€—€6” \\ 


——— 


7 Le, MWY: | W000 ie 
[ Falher A 7 Aigia se te | Cups hile Mo UMW. WY “K 


{Falher B\, LLY aL | VIE 


FalherC Gf, | Ce “Mf 
iP. gh Yj 7 Y yy YY Vy / | 
ae | Kiet Wr | 


[_Fainer F 3 x ip CULYy, 


Ui 


| fe 


Bluesky | Ui ffi 4e| Mb, UMM Vi ope 
E : | 


[ Gething ] YUU ULLEELEE Yj “Li ptstha UfU/U}™” a 


F Gadecan ll”"”"“efttpr +: AMMILE VO “npg” MY” littl MM” ; 


2 als i 1o exceed last year’s capital spending of $140 million in the Deep Basin. In addition 
= sical ao a ial s ab oe « eg PGES Ee z ae, we plan > take a larger number of wells deeper aoa some of the bi gas 
; “ a eee eee wover, became es ak ee y n Hunter’s capital and k formations such as the Cadomin, and extend the scope of the orp /Sesin plays went, into a 
are 1 eg. eid ave pee st in exploration and Foothills. Although the tighter sands have modest ane and mgeietaa per well, we will exploit 
| ; Fetes tone ae hace piss anata a Basin’s geological quirks. opportunities for stacking multi-zones in an attempt to mitigate risk. 
operations and the benefit of almost three de: 


The Foothills, on the western edge of the Deep Basin, is a high risk/high potential natural gas play 
that is just beginning to be explored. Canadian Hunter acquired a significant amount of land on the 
Foothills trend in 2000, and we have begun drilling exploration wells in this highly complex area. 
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Deep Basin Statistics 


Land position 


Net undeveloped acres 718 646 658 


Well information 


Wells drilled 83/63 99/63 


Operating costs 


Operating netback 


In 2000, the Deep Basin contributed 64 percent of Canadian Hunter’s cash flow, generating 
$239 million in excess operating income from an investment of $140 million for exploration 
and development activities. Production from the Deep Basin increased 7 percent during the 


year, despite decline rates of up to 25 percent in this area. 
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The gas saturated Deep Basin covers an area of 13,000 square kilometres, stretching from north- 
central British Columbia into the foothills of Alberta. A total of 63 net wells were drilled in the area i 

2000, 65 percent of these exploratory, and our success rate on these wells topped 86 per ce : 
Although the number of gross wells drilled in 2000 dropped from 1999, this was due to reduced part #8 
activity; the number of Canadian Hunter operated wells Stayed constant. Our partners Ft t pA 
more active this year, so we expect to drill approximately 100 gross (65-75 net) wells in 2001 i fa 


Our success in the Deep Basin has helped establish Canadian 
Hunter’s strong commercial and technical foundation. The natural gas 
marketing team plays a vital role in converting the volumes of gas into 
bottom-line value. 
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Our teams of earth scientists and business experts determine the 


economics of our drilling program. Their teamwork establishes when, 
where — even if - we drill, and ensures maximum value creation for 
our shareholders. 
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§@ Canadian Hunter Lands Canadian Hunter Gathering System A Canadian Hunter Facilities 


@ 2000 Gas Well © Gas Well Prior to 2000 —— Border Unit — NOVA Pipeline 


rridor is a large, low-risk, winter-access area where we have a significant 
xd land base. Our successful drilling program increased production here by 
: in 2000. A total of 48 net wells were drilled, with much of the production 
soming from the Corridor area, where Canadian Hunter has a very high 

st, We have an average working interest of 41 percent within the 2 Border 
iterests ranging from 40 to 100 percent outside the unit boundaries. 
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In 2000, we consolidated our land holdings in the Tanghe area and we now have roughly a 
90 percent working interest there. In 2001, we plan to tie gas in from Tanghe and the Pedigree areas, where 
Canadian Hunter has a 75 percent working interest. We also had significant exploration success in the 
Kahntah area, where we have a 100 percent working interest. 


In 2001, activity will be primarily focused in the Corridor area and on expanding our production 
and infrastructure base. This year’s drilling program targets reserves in the Montney, Bluesky and Gething 
formations. Wells here average 800 metres in depth and cost approximately $320,000 to drill and complete. 
Reserves average 2 bcf per well with decline rates of about 15 percent. The area has an intense seismic focus, 
and we have increased our seismic inventory substantially in this northern area over the past 2 years. 


Canadian Hunter plans to spend $60 million in the Border/Corridor area in 2001 with a total of 
90 wells planned. We anticipate production will increase by an additional 20 percent in 2001, as a result of 
another successful winter drilling program and from the tie-in of wells drilled in 2000. To capture opportunities 
presented by the current commodity price environment, we will also exploit smaller targets with reserves 
averaging 1 bcf per well. 


2000 1999 1998 
Land position 
Total net acres (0: 504 403 250 
Net undeveloped acres 351 274 164 
Well information 
Wells drilled 1c 63/48 51/31 40/28 
Exploration/development 63/37 40/60 43/57 
Success rate (%) | 92/92 98/99 90/90 
Average production 
Natural gas (mmct 65 52 42 
Natural gas liquids 27, 819 685 
Crude oil (bb! 4 al s 
Total (boe/d) 11,902 9,408 Ont 
Capital expenditures (exploration & development) 37.9 26.3 29.0 
Operating income (5 wii 112.4 45.9 25.6 
Reinvestment ratio (%) 34 OM/ dake 
Netback (3/0: 
Price 35.09 18.36 eis) 
Royalties (7.43) (3.06) (1.82) 
Operating costs (1.86) (1.93) (2.21) 
25.80 135370 9.13 


Operating netback s, 
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increased production from our Kaybob property by 31 percent 
ily to our undeveloped land position in the area. We also spent 
1 facilities to improve our operational flexibility. As a result, the 
epa sing plants via 3 alternative pipeline routes. 
low stion by only 3 mmef per day and reducing 
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We completed our first full year of production from the Fir pool, where we reached a peak 
production rate of 48 mmcf per day. Although the pool has begun to show signs of declines, it is too early 
to predict a decline rate. The Colt pool experienced high initial declines but is now showing signs of a 
stabilized rate. 
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The Kaybob drilling program targets medium-risk Viking and Gething reservoirs in the 
Cretaceous interval and the Blueridge and Wabamum reservoirs in the deeper and riskier, but high-potential 
Devonian interval. 


Although the Devonian drilling program did not yield any significant successes in 2000, it did 
result in a number of uphole Cretaceous gas wells. As a result of our Successes in the Cretaceous, we have 
established an even more aggressive drilling program in 2001, with a well-defined prospect inventory. 


Wells in this area average from 2,300 to 3,400 metres in depth and cost approximately 
$650,000 and $2.5 million to drill and complete for the Cretaceous and Devonian zones respectively. Initial 
production rates range from 2 mmcf per day in the Cretaceous to over 30 mmcf per day from the Devonian 
reservoirs. Reserves per well reflect a similar range of 2 to 20 bcf. 


In addition to the associated geological risk, Kaybob is a high operating cost area with average 
costs of between $0.75 and $0.95 per mcf of sales gas due to processing fees for sour gas at non-owned 
plants. To reduce operating costs and improve the economics in this area, we are considering building a 
stand-alone sour gas re-injection facility. 


In 2001, we will spend roughly $50 million in the Kaybob area. The drilling program will target 
about 12 Devonian wells stacked with uphole potential, plus an additional 20 Cretaceous wells. 


2000 1999 1998 
Land position 

Total net acres 282 174 126 

Net undeveloped acres 263 alia) 86 
Well information 

Wells drilled «« 20/12 16/11 11/6 

Exploration/development 80/20 89/11 64/36 

Success rate 85/88 81/80 91/84 
Average production 

Natural gas 42 83 alia 

Natural gas liquids 476 197 209 

Crude oil (bb! 7 = - 

Total (boe/d 7,402 5,689 2,091 
Capital expenditures (exploration & development) 41.6 42.4 SOS) 
Operating income 56.2 18.0 7.4 
Reinvestment ratio 74 236 477 
Netback (3/5 

Price 32.69 16.31 14.12 

Royalties (6.77) (1.79) (0.40) 

Operating costs (5.17) (5.80) (4.65) 

20.75 8.72 9.07 


Operating netback 
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ii property acquisition in the Claresholm/Parkland area added 2 mmcf 
duction, a small gas plant, and 35 sections of high potential land. An 
ctions of exploratory land were purchased at Crown sales. 


Our drilling program targets the Glauconite and Cutbank formations in the Cretaceous interval 
at an average depth of 2,400 metres. Wells in this area cost $750,000 on average to drill and complete. 
A typical well provides initial production of 1.5 mmcf per day and average reserves of 1.5 bef. First year 
decline rates for these wells average 25 percent. 
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Low operating costs of $1.29 per boe contribute to our high netbacks in this area. Major 
infrastructure already exists in this area, So economics are very attractive for future drilling. 


Our focus in 2001 is to explore this expanded land base with a balanced drilling program of 
exploration and development wells. In addition, we plan to expand the boundaries of this property with 
higher risk, higher impact exploration wells. The overall plan for Claresholm includes a $15 million, 15 well 


drilling program. 


We drilled a number of higher impact wells in this area during the fourth quarter of 2000, one 


of which came onstream in January 2001 at an initial rate of 13 mmcf per day. This is a much higher rate 


than the average well in the area, contributing to the record production of 44 mmcf per day recently 


achieved in this 6 year old property. 


Land position 
Total net acres (o00< 
Net undeveloped acres 


Well information 
Wells drilled «csc 
Exploration/development 
Success rate 


Average production 
Natural gas (n= 
Natural gas liquids 
Crude oil (ebis/a) 
Total (boe/d) 


Capital expenditures (exploration & development) 
Operating income «5 i) 
Reinvestment ratio 
Netback (3/502) 
Price 
Royalties 
Operating costs 


Operating netback 
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2000 


1999 


81 
12 


19/17 
79/21 
68/70 


34 
167 
10 
5,858 


15.0 
20.2 
60 


16.88 
(3.77) 
(1.32) 


We 


1998 
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2000 Gas Well O Gas Well Prior to 2000 — ATCO Pipeline Lethbridge Sales Line 


large, undeveloped land base in our low-risk Lethbridge area, 


fit} Canadian Hunter Lands Canadian Hunter Gathering System A Canadian Hunter Facilities 


6 miles 


T10 


ugh a large area farm-in. Average wells in this area cost 


irill and complete and initial production rates average just 


During 2000, we drilled 103 net wells and added production 


‘ted gas plants, growing net production from the area to 45 mmcf 
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Our drilling program in Lethbridge targets the gas-prone Bow Island formation, at an average 
depth of 900 metres. Payout on capital is short, due to high initial deliverability of these shallow gas pools. 
Despite high first year decline rates, these wells are economically attractive over the long term. The play is 
enhanced by very low operating costs. 


Expenditures on facilities accounted for 50 percent of total capital deployed in this area in 2000. 
Now, with 5 Canadian Hunter-operated plants capable of processing 52 mmcf per day, and the ability to 
expand capacity quickly and at low cost, we effectively control development in the region. Our extensive 
infrastructure combined with a large undeveloped land base makes future drilling economics attractive. 


In 2001, Canadian Hunter plans to spend $17 million and will drill approximately 60 wells in 
Lethbridge. In addition to drilling shallow development wells to maintain production at the 52 mmcf per day 
plant capacity level, we plan to drill deeper exploration targets in the area. 


2000 1999 4998 
Land position 

Total net acres (oo 265 143 46 

Net undeveloped acres 183 96 38 
Well information 

Wells drilled (cr: 106/103 61/59 11/11 

Exploration/develooment 97/3 95/5 100/0 

Success rate (%) (c 88/88 84/84 82/82 
Average production 

Natural gas (nine! 23 4 2 

Natural gas liquids - - ~ 

Crude oil (obis/a - _ = 

Total (boe/d) 3,900 701 - 
Capital expenditures (exploration & development) 52.1 Aiea 4.2 
Operating income is iLL! 36.9 3.0 - 
Reinvestment ratio (~) 141 907 ~ 
Netback (s/bo0 

Price 32.94 16.26 - 

Royalties (6.37) (3.08) - 

Operating costs (0.72) (1.57) = 
Operating netback \: 25.85 11.61 - 
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Chihuidos/Sierra Chata Block 


CHILE 


0 10) Ao) 


Kilometres 


Concepcion 
Neuquén Basin 


= "Natural Gas Pipeline 


(] Sierra Chata/Chihuidos Block 


BY —EE 
Ty 
¥ 


Proposed Pipeline 


Bl Chihuidos Exploration Permit CNQ-10 i Sierra Chata Exploitation Concession A Processing Facilities 


@ 2000 Development Well © Well Prior to 2000 @ 2001 Development Well 2001 Exploration Well 


international investment and acquired 
talaya Energy S.A. (“Atalaya”) for $54.5 million. Atalaya’s 
Chihuidos Exploration permit and the Sierra 


in the Neuquén Basin of Argentina. We then 


cember 2000, with the acquisition of an additional 
st in the property from Sociedad Internacional Petrolera 


Canadian Hunter currently has an effective 23.5 percent working interest; other partners include 
Petrolera Sante Fe S.A. as operator, Exxon Mobil Corp. and Total Austral S.A. We have an offer outstanding to 
purchase the remaining 22 percent of Atalaya in September of 2001, which would increase our overall interest in 
the block to 25.7 percent. 
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Sixty-three percent of the gas from the field is contracted to the Chilean market through to 
2013. The remainder is sold into domestic markets in Argentina. Sales into the expanding Brazilian market 


will be possible once construction has been completed on a pipeline accessing that market from Argentina. 


During the year Canadian Hunter spent $7 million of exploration and development capital on 
the Argentine property. We participated in 6 natural gas wells, acquired and reprocessed 2D and 3D seismic 
data and improved operational capabilities in the gas processing facility. 


In addition to the existing reserve and production base, there is a large, undeveloped land position 
that we believe has substantial exploration potential. 


In 2001, we plan to spend $10 million net to Hunter in the Sierra Chata and Chihuidos blocks, 
drilling 6 development wells and 3 exploration wells. We anticipate our net production from Sierra Chata will 
be approximately 30 mmef per day of natural gas and 165 bbls per day of natural gas liquids. Canadian 
Hunter continues to pursue other opportunities in Argentina and Brazil, with a focus on quality assets and 
exploration potential with an operated position. 


2000 1999 1998 
Land position 

Total net acres (0: 568 - - 

Net undeveloped acres 95 - - 
Well information 

Wells drilled (cross ni 6/1 - - 

Exploration/develooment 0/100 - ~ 

Success rate (%) (GF 100/100 ~ - 
Average production 

Natural gas (nme 14 = a 

Natural gas liquids 76 - - 

Crude oil (pbis/a) = = = 

Total (boe/d 2,335 ~ - 
Capital expenditures (exploration & development) ail - = 
Operating income (« | 9.2 - - 
Reinvestment ratio |») 77 - = 
Netback (3 /po. 

Price 13.74 - - 

Royalties (1.63) = = 

Operating costs (2.86) = = 

9.25 = = 


Operating netback | 
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Today a large herd of wood bison graze along the pipeline right-of-ways within Canadian Hunter’s 
Border operations. Our sponsorship of the Wood Bison Recovery Program, a creative initiative to 


reestablish an endangered species, is operated in partnership with the Doig River First Nations 
and B.C. Environment. 


Our Communit\ 


ENVIRONMENTAL, HEALT 

EH&S services at Canadian Hunter focus on sound planning, liability management, employee and contractor 
education, and keeping Canadian Hunter among the energy industry leaders in EH&S protection. Our ongoing 
EH&S challenges include managing greenhouse gases to address global climate change, ensuring pressure 
equipment and pipeline integrity, reclaiming wellsites and flare pits, ensuring compliance with provincial and 
federal regulations, and addressing provincial land-use policies that affect exploration activities. 


Canadian Hunter has developed an EH&S management system with the key elements being 
policy and commitment, protection planning, implementation and operation, auditing and reporting and review. 
Canadian Hunter continuously strives to improve its EH&S performance. Over the past number of years, 
several of Canadian Hunter’s production facilities have received safety awards from the Canadian Gas 
Processors Association for a high number of man-hours without a lost time incident. 


The Canadian Association of Petroleum Producers (CAPP) has implemented a voluntary EH&S 
Stewardship Program. The Stewardship Program creates standards with respect to regulatory issues and 
helps in the management of industry-landowner relationships. Canadian Hunter was one of the first companies 
to become involved in this new CAPP initiative and is committed to achieve a performance at the highest 


level in the Stewardship Program. 


COMMUNITY SPIRI1 

The employees of Canadian Hunter have had a long track record of helping to improve the quality of life in 
communities in Alberta and British Columbia. Our commitment to corporate leadership has evolved into a 
company-wide ethic of community support, service and leadership. Many employees volunteer with numerous 
community, cultural, sport, educational, health and social service organizations, often in leadership roles. 
Hunter employees have also demonstrated generous financial support for a variety of organizations. One 
example of this generosity is the participation by nearly 100 percent of Canadian Hunter employees in the 
2000 United Way Campaign. In recognition of the number of employees contributing as Leaders of the Way 


last year, Canadian Hunter received a Leadership Award. 


On a corporate level, Canadian Hunter provides support and financial assistance for important 


community projects and initiatives in education, health, social service, cultural endeavors, community and 


civic activities. 
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This discussion and analysis of the financial condition and results of operations by the management of 
Canadian Hunter Exploration Ltd. ("Canadian Hunter”, or the “Corporation’) is to be read in conjunction with its 
audited consolidated financial statements for the fiscal years ended December 31, 2000 and December 31, 1999 


(the “Financial Statements’). 


On March 1, 2000, the Corporation acquired 78 percent of Atalaya Energy S.A. (“Atalaya”), a 
company engaged in the exploration and development of natural gas and liquids in Argentina, for $55 million 
as described in Note 2 to the audited consolidated financial statements. Canadian Hunter’s results of 


operations includes the Atalaya results from the effective date acquired. 


On December 22, 1999, the Corporation acquired Kintail Energy Inc. (“Kintail”), an upstream 
exploration and production company with operations entirely in Canada, for $41 million as described in 
Note 2 to the Financial Statements. The Corporation’s results of operations include the Kintail results from 
the effective date acquired. 


= Production up 20 percent to 81,104 boe per day 

= Funds from operations up 143 percent to $593 million 
= Net income up 203 percent to $208 million 

= Natural gas price up 91 percent to $4.96 per mcf 

= Natural gas represented 88 percent of total production 
= Net capital expenditures up 70 percent to $479 million 
= Proven reserves up 23 percent to 212 mmboe 


All calculations converting natural gas to a crude oil equivalent have been made using a ratio of 6 thousand 
cubic feet of natural gas to 1 barrel of crude oil. Comparable calculations using a 10 to 1 conversion are 
included in the Conversion Rate Comparison Table on page 59 of this Annual Report. 


($ MILLIONS) 2000 4999 1998 
Net income 207.7 68.5 26.7 
Funds from operations 593.1 244.4 156.2 
Petroleum and natural gas sales 909.3 400.5 266.2 
Net income 3.37 rie P) ~~ 0.45 
Funds from operations 9.56 3.97 2.62 
Average shareholders’ equity 517.1 381.8 316.7 
Return on equity 40 18 8 
Return on capital employed 35 12 6 
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Consolidated net income increased 208 percent in 2000. Consolidated funds from operations 
increased 143 percent. Consolidated petroleum and natural gas sales increased 127 percent. These 
increases are due to a combination of higher production and an exceptionally strong price environment for 
all commodities. 


Consolidated funds 


$/FULLY 
ae i $ MILLIONS DILUTED SHARE  % CONTRIBUTION 

1999 Funds from operations 244.4 3.97 
Production increases 78.2 (E25 Be 
Price increases 430.6 6.91 124 
Operating costs (7.9) (0.18) (2) 
Royalties (126.7) (2.04) (36) 
Expensed G&A (6.9) (0.11) (2) 
Interest (9.6) (0.15) (3) 
Tax (9.5) (0.15) (3) 
Other Os 0.01 - 
Net increase _ a om 348.7 5.59 100 
2000 Funds from operations 593.1 9.56 ~ 


This table shows a reconciliation of the change in funds from operations between 1999 and 
2000. Higher natural gas prices and natural gas production drove cash flow to record levels, but were 


partially offset by increases in royalties. 


Production 


CANADA ARGENTINA TOTAL CORPORATE 

2000 1999 1998 2000 1999 1998 2000 1999 1998 

Natural gas (mmef/a) 416 Soi 288 14 = = 430 357 288 
Natural gas liquids (o: 7,992 6,216 5,439 76 = = 8,068 6,216 5,439 
Crude oil (bbis/a) 1,876 1,965 2,577 - - = cys eletey 2 hevif7/ 
Total equivalent production 78,769 67,721 56,022 2,335 = = hill 7,721 ae 022 


The Corporation achieved a record 430 mmcf per day of natural gas production in 2000, up 
20 percent from 1999 primarily as a result of new production at Lethbridge (up 19 mmcf per day), two 
acquisitions in Argentina (14 mmcf per day), and excellent drilling results in the Deep Basin (up 14 mmcf 
per day), Border (up 13 mmcf per day), and Kaybob (up 9 mmef per day) producing areas. 
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Canadian 
Gas Sales Portfolio 


2000 


2001E 


| Aggregators 
Discretionary 


Fixed 


G Prepaid 
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Canadian Hunter also produced 8,068 bbls per day of natural gas liquids and 1,376 bbls 
per day of oil in 2000. Natural gas liquids volumes increased 30 percent from 1999 as a result of higher 
natural gas production in the Deep Basin and Border areas. Oil production dropped 30 percent from 1999, 


due in part to the normal decline of the Brassey and Chedderville fields. 


Total 2000 production increased 20 percent to 81,104 boe per day, with natural gas 
representing 88 percent of the product mix, natural gas liquids 10 percent, and crude oil representing 


the remaining 2 percent. 


CANADA ARGENTINA TOTAL CORPORATE 


2000 1999 1998 2000 1999 1998 2000 1999 1998 
Natural gas 5.06 2.60 2.07 2.13 = = 4.96 260 2.07 
Natural gas liquids 36.39 18.90 13.73 42.84 = _ 36.46 18.90 13.73 
Crude oil 34.64 26.01 22.88 ~ = - 3464 26.01 22.88 


Natural Gas - Canada 

in 2000, Canadian Hunter’s marketing activities resulted in an average price of $5.06 per mcf at the plant 
gate. This is significantly higher than the “Alberta Reference Price”, an average sales price for all Alberta- 
based production. With the increased demand across North America, and reduced natural gas supply, 
North American natural gas prices have been driven much higher. Canadian Hunter's high working interests 
in producing wells and infrastructure provide flexibility to control volumes and enable the Corporation to 
access a variety of markets. Canadian Hunter manages a large portfolio of contracts involving a variety of 
markets. Canadian Hunter was well positioned in 2000 to capture higher prices, with 49 percent of its natural 
gas portfolio tied directly to the Alberta market. In 2001, Canadian Hunter expects to sell approximately 
31 percent of its natural gas production to aggregators under long-term contracts and 65 percent under 
indexed contracts on a discretionary basis, responding to changing market conditions. The remaining 
4 percent has been hedged at a fixed price. 


Natural Gas - Argentina 

In 2000, natural gas from Argentina was sold at an average realized price of $2.13 per mcf. The natural gas 
market in South America is not physically connected and therefore quite distinct from North American markets, 
so natural gas prices cannot be directly compared. Gas from the Sierra Chata field is contracted 63 percent 
to the Chilean market through to 2013 and 32 percent to the Argentine market through to 2001. The 


remaining 5 percent is sold on the spot market. Negotiations are underway to replace the expiring Argentine 
term contract. 
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Oil and Natural Gas Liquids 

Oil and natural gas liquids prices were up in 2000 in response to strong world oil prices. Canadian Hunter’s 
natural gas liquids price averaged $36.46 per bbl, up 93 percent over 1999, and the oil price averaged 
$34.64 per bbl, up 33 percent from 1999. 


Canadian Hunter markets Canadian crude oil under a variety of contracts of up to one year in 
term. Natural gas liquids are left in the natural gas stream or sold as natural gas liquids depending on 
relative pricing. All natural gas liquids contracts are no longer than 1 year in term. 


Pipeline Commitn 


FIRM CAPACITY 


COMMITMENT MMCF/D TERM OF COMMITMENT 
Alliance Pipeline Ltd. 50 November 30, 2015 
PG&E — Northwest Division 20 November 1, 2001 to October 31, 2023 
TCPL (B.C.) and NGTL Delivery 20 November 1, 2001 to October 31, 2008 
TCPL (NGTL Delivery) and TCPL Mainline 20 October 31, 2008 
TCPL (Alta) Receipt Capacity 147 Variable 
ATCO North and ATCO South 65 1 year 


This table outlines the Corporation’s firm pipeline capacity commitments which, in combination with other 
interruptible transportation arrangements, should be adequate to handle Canadian Hunter’s gas production. 


Revenue 


CANADA ARGENTINA TOTAL CORPORATE 
($ MILLIONS) 2000 1999 1998 2000 1999 1998 2000 1999 1998 
Natural gas Tint C&A Zils 12.3 = = TAO GSA Zilless 
Natural gas liquids 106.4 428 27.2 1.4 - - WO Ae Zire 
Crude oil Wie We Zo - = = Utes eke) 
Gross production revenue 895.6 400.5 266.2 13.7 = = 909.3 400.5 266.2 


Gross production revenue increased 127 percent in 2000 due to a combination of higher natural gas 
production and an exceptionally strong price environment for all commodities. Revenue from natural gas 
represented 86 percent of the Corporation's total revenue in 2000. Natural gas liquids, a natural gas by-product, 
accounted for 12 percent of total revenue. The remaining 2 percent of revenue was sourced from crude oil, 


where higher prices were offset by lower production. 
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($ MILLIONS) 2000 1999 1998 


Crown royalties A7G:3 68.6 41.6 
Freehold royalties and gross overriding royalties 24.900 6.4 3.6 

201.2 75.0 45.2 
Alberta Royalty Tax Credit (0:7) eee) (1.4) 
Total royalties 200.5 ise 43.8 
Average corporate royalty rate 22) 18% 16% 


Royalties are payments made to the owners of the mineral rights with whom Canadian Hunter 
holds leases. Crown royalties are paid to the provincial governments of Alberta and British Columbia in 
Canada, and the provincial government of Neuquén in Argentina. Freehold royalties are paid to freehold 
lease owners and gross overriding royalties are paid to other operators with whom Canadian Hunter holds 
joint interests. The Alberta Royalty Tax Credit is an incentive program designed to encourage oil and 
natural gas development in Alberta. Royalties averaged 22 percent of revenue, up from 18 percent in 1999, 


reflecting higher prices. 


For Alberta natural gas production, the Corporation pays royalties based on the Alberta 
Reference Price. In Argentina, the average royalty rate is 12 percent. 


CANADA ARGENTINA TOTAL CORPORATE 


2000 1999 1998 2000 1999 1998 2000 1999 1998 
Natural gas O82 O82 O28 0.49 = - Oc O82 O.2e 
Natural gas liquids 0.60 169 O61 - - - 0.59 1.69 0.61 
Crude oil 6.76 447 2.83 - - - 6.76 447 2.83 
Total operating costs 1.85 1.96 LMG 2.86 — - - 1.88 1.96 ilerAO) 


Canadian Hunter’s operating costs remain among the lowest in the Canadian industry at 
$1.85 per boe, and were 6 percent lower than 1999. Inflationary pressures were offset by increased plant 
utilization, thereby lowering per unit operating costs. Operating costs for 2001 are expected to be approximately 
$2.00 per boe, but could go higher, depending on the extent to which electrical power costs increase in Alberta. 


Natural gas liquids operating costs reflect only the portion of costs associated with the 
deep-cut processing facility where natural gas liquids are removed from the gas stream and sold as 
value-added products. 


Declining production at Brassey and Chedderville led to increased per unit costs on crude oil. 
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Product Operating N 


CANADA ARGENTINA TOTAL CORPORATE 
> 2000 1999 1998 2000 1999 1998 2000 1999 1998 
Natural Gas (8/mci) 
Revenue 5.06 2.60 2.07 2.13 - - 496 2.60 2.07 
Royalties (1.20) (0.50) (0.36) (0.25) - — (1.17) (0.50) (0.36) 
Operating costs (0.32) (0.32) (0.29) (0.49) - — (0.32) (0.32) (0.29) 
Operating netback 3.54 1.78 1.42 1.39 - - 3.47 lege 1.42 
Royalties (%) ; 24 19 aig 12 = - 24 19 Ve 
Natural Gas Liquids (3/55 
Revenue 36.39 18.90 13.73 42.84 - - 36.46 1890 13.73 
Royalties (3:55) (58) (G08) (8:02) - — (3.57) (1.58) (1.08) 
Operating costs (0.60) (1.69) (0.61) ~ - — (0.59) (1.69) (0.61) 
Operating netback B2:24 i OOS e204 37.82 - - 32.30 15.638 12.04 
Royalties () 10 8 8 12 = =) 8 8 
Crude Oil ($/5b1) 
Revenue 34.64 26.01 22.88 - = - 3464 26.01 22.88 
Royalties (9.84) (6.51) (6.75) - - — (9.84) (6.51) (5.75) 
Operating costs (6.76) (4.47) (2.83) ~ - — (6.76) (4.47) (2.83) 
Operating netback 18.04 15.03 14.30 = = —- 18.04 15.03 14.30 
Royalties (%) 28 25 AS} - - - 28 25 25 
Total Operating Netbacks 
Revenue B107 16.20 13:02 13.74 = - 30.49 16.20 13.02 
Royalties (6.90) (2.98) (2.15) (1.63) = — (6.72) (2.98) (2.15) 
Operating costs (1.85) (1.96) (1.70) (2.86) - — (1.88) (1.96) (1.70) 
Operating netback Py) Nek) lif 9.25 = = 21.89) 269517 


Royalties (%) 22 18 We 12 22 18 lve 


Product operating netbacks represent the operating cash flow Canadian Hunter receives, on 
average, for each unit of product sold before interest and cash taxes. Natural gas liquids are a by-product of 
natural gas production. The netback for natural gas liquids is shown separately; however, most of the operating 
costs and a portion of the royalties for natural gas liquids are included with the natural gas production stream, 
and so the individual product netbacks are somewhat distorted. Natural gas netbacks in Canada increased 
99 percent to $3.54 per mef. In 2000, crude oil netbacks increased by 20 percent in response to increases in 
oil prices offset by higher royalties and unit operating costs. Higher production and prices pushed up the 
total Canadian netback from all products by 98 percent in 2000. Argentina gas receives a lower price per unit 


than Canadian gas. However, lower royalty rates partially offset lower prices, resulting in an attractive netback. 
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Oil and Gas 


Tax Pools 


CANADA ARGENTINA TOTAL CORPORATE 


($/boe) 2000 1999 1998 2000 i999 1998 2000 | 99a izes 
Operating netback PEEP WAS Ny OF25 = = Pyke) Nae = Sheil 
General and administrative expense (0.77) (0.70) (0.54) (2.18) = = (0.81) (0.70) (0.54) 
Interest expense (0.56) (0.27) (0.48) (0.10) - = (0.55) (0.27) (0.43) 
Current taxes (0.60) (0.31) (0.48) - - = __(0.58) (0.31) (0.48) 
Cash netback AOE) Qe Kaiki 6.97 - = 1995 9:98) 77 


The cash netback represents the total cash flow Canadian Hunter receives on each unit of 


product sold, by deducting other cash costs from the operating netback. 


($ MILLIONS) 2000 4999 1998 
Gross expense 35.6 Bi. 22.0 
Less capitalized portion (11.3) (9.8) (11.0) 
Net general and administrative expense 24.3 17.3 AAO 
($/boe) 3 in 

Gross expense 1.19 1.10) 1.08 
Less capitalized portion (0.38) (0.40) - (0.54) 
Net general and administrative expense 0.81 | 0.70 0.54 


Gross general and administrative costs on a per unit basis increased by 8 percent in 2000, as 
the Corporation expanded staff levels. Canadian Hunter capitalizes the portion of overhead costs that is 
associated with the capital spending program, and these costs are then included in the Corporation's finding 


(S$MILLIONS) 


i CbE 
i ucc 
COGPE 


Argentina 


and development cost calculation. 


In 2000, Canadian Hunter incurred income tax expense of $160.6 million. Current income taxes represented 
$15.0 million and large corporations tax accounted for $2.2 million. If commodity prices remain high, 
Canadian Hunter will likely incur significant current income taxes in 2001, dependent upon the level and 
nature of future capital expenditures. 


58 


185 
125 
114 
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Capital Expendi: 


($ MILLIONS) 2000 1999 1998 
Lease acquisition and rentals 75.0 22.8 29.0 
Seismic 22 13.1 4.6 
Drilling and completions 171.6 128.8 105.0 
Facilities 86.9 66.0 46.2 
Capitalized general and administrative 11.3 9.8 We 
Exploration and development expenditures 357.0 240.5 195.8 
Acquisitions 147.6 48.3 14.6 
Dispositions (30.5) (10.3) (Gail) 
Other 4.7 2.6 Si 
Total capital expenditures 478.8 281.1 PSO) 


Canadian Hunter's total capital expenditure program was 70 percent higher than in 1999, and 
was funded by a combination of internally generated cash flow and an increase in long-term debt of 
$75 million. Exploration and development expenditures increased by 48 percent. 


The focus of increased expenditures in 2000 was on new exploration lands. The undeveloped 
land position was increased by 29 percent to 1.9 million acres of net undeveloped land. Canadian Hunter 
also participated in one of the most active drilling programs in its history. Canadian Hunter drilled 25 percent 
more wells in 2000, with a total of 332 gross wells (271 net) drilled, compared to 266 gross wells (196 net) 
in 1999, with a success ratio of 85 percent (85 percent net). Exploration wells accounted for 72 percent of 
the total wells drilled in 2000. 


Canadian Hunter made two significant acquisitions in Argentina during 2000. The corporate 
acquisition of Atalaya provided a base of production and cash flow in Argentina. That was followed up with 


the acquisition of Sipetrol’s interest in the same property. 


A number of small property acquisitions were also made in Canada totaling $21 million. Total 
proceeds from minor property dispositions were $30.5 million. 

Effectively 100 percent of Canadian Hunter's capital expenditures were directed toward natural gas 
projects in 2000. In 2001, none of the current capital budget is expected to be directed to oil development, 
and the capital budget is expected to be spread amongst a variety of properties, underlining the breadth of 
Canadian Hunter’s opportunities. 

In 2001, Canadian Hunter’s exploration and development capital expenditure budget is 


expected to be funded by internally generated cash flow. The Corporation does not allocate a specific 
budget for acquisitions, as any transactions would be separately approved by the Board of Directors of 


Canadian Hunter. 
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Canada 

January 1, 2000 
Discoveries and extensions 
Revisions of prior estimates 
Acquisitions/dispositions 
Production 


January 1, 2001 


Argentina 

January 1, 2000 
Discoveries and extensions 
Revisions of prior estimates 
Acquisitions/dispositions 
Production 


January 1, 2001 


rciliation 


NATURAL GAS 
(bcf) 


914.9 
228.1 
(15.8) 


CRUDE OIL 


AND NGLS EQUIVALENT 
(mmbbls) (mmboe) % GAS 
20.3 lee) 88% 
4.0 42.0 91% 
0.3 (2.3) 100% 
- (0.9) 100% 
(3.4) (28.8) 88% 
22 __ 182.8 88% 
1.0 29.9 97% 
esa (0.9) 97% 
1h 29.0 97% 


In Canada, proven reserves increased 6 percent, almost entirely through exploration and 


development drilling. When the Argentina acquisitions are included, the reserve base grows by 23 percent. 


AT JANUARY 1, 2001 


Canada 

Developed producing 
Developed non-producing 
Undeveloped 


Total proven 
Risked probable 


Argentina 

Developed producing 
Developed non-producing 
Undeveloped 


Total proven 
Risked probable 


Total Corporate 
Developed producing 
Developed non-producing 
Undeveloped 


Total proven 
Risked probable 


Canadian hunter 


NATURAL GAS 


GROSS 


799.4 
9.0 
161.0 


969.4 
92.2 


60.8 


107.0 


167.8 
40.1 


860.2 
Se 
268.0 


1,137.2 
132.2 


(bef) 


999.2 
Cm 


ae 


728.2 


NET 


CRUDE OIL AND NGLS 


EQUIVALENT 

(mmbbls) (mmboe) 
GROSS NET GROSS NET 
17.4 13.0 oO 112.8 
0.2 0.2 sd 13 
ee eS 304230 
2 2 15.8 182.8 ein 
i eee 17.7 13.4 
0.4 O.8 10.5 9.2 
6 0G: “85 162 
1.0 0.9 29.0 25.4 
OZ ies _— 6.9 6.4 
Wis 13.3 161.2 122.0 
0.2 0.2 ei 1.3 
PL eee 48.9 39.2 
ZAP Owe 211.8 162.5 
: 25 to 24.6 19.5 
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Net Present Value 


(SMILLIONS BEFORE TAX) 


Proven 
Developed producing 
Developed non-producing 
Undeveloped 


Total proven 
Risked probable 


Total proven plus risked probable 


Capital Efficien 


Finding and development costs 
Finding and development 


0% 


2,959.3 
35.3 
510.6 


3,501.2 
285.4 


3,786.6 


2000 


8.82 


Finding, development and acquisition 8.78 


Reserve replacement 

E&D only 

Total including net acquisitions 
Capital reinvestment ratio 

E&D only 

Total including net acquisitions 


Recyle ratio 
Cash netback + F&D cost 
Cash netback 2 FD&A cost 


Depletion, Depr 
(G/ooe) 


Depletion 
Depreciation 
Reclamation 


138 
134 


60 
59 


2.3 
2.3 


Deletion, depreciation and amortization rate 


CANADA (CDN$) 


10% 


2,161.0 
AG), 
2M 


2,485.2 
165.1 


2,650.3 


CANADA 


1999 


4.70 
4.95 


207 
228 


98 
119 


Zl 
2.0 


15% 


1,941.8 
24.1 
251.8 


ya all 
136.1 


2,358.8 


1998 


5.45 
5.60 


176 
181 


125 
136 


1.4 
1.4 


20% 


0% 


1,776.8 53.0 
22.0 = 
219.9 118.5 
2,018.7 171.5 
115.8 43.7 
2,134.5 215.2 
ARGENTINA 
2000 1999 
4.48 = 
3,490 = 
98 - 
1,836 = 
1.6 2 
2000 
6.16 
0.11 
0.20 
6.47 


1998 


ARGENTINA (US$) 


10% 


15% 


20% 


TOTAL CORPORATE 


2000 


9.00 
6.91 


134 
231 


60 
81 


2.2 
2H) 


1999 


5.61 
0.12 
0.24 


5.97 


1999 


4.70 
4.95 


207 
228 


98 
119 


2 
2.0 


1998 


5.45 
5.60 


176 
181 


125 
136 


14 
1.4 


1998 


5.41 
0.28 
0.22 


5.91 


Depletion, depreciation and amortization (“‘DD&A”’) provided on the unit of production method 


is based on total proven reserves with conversion of natural gas to oil using relative energy content. 
Undeveloped land value is included in the depletion calculation. DD&A for the year increased to $192.8 million 
in 2000 from $147.5 million in 1999, mainly as a result of higher finding and development costs coupled with 


increased capital associated with the acquisition of 78 percent of Atalaya. 
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As at December 31, 2000, Canadian Hunter had long-term debt outstanding of $235 million, an increase 
of 46 percent over 1999. Debt to trailing cash flow has decreased to 0.4. Canadian Hunter currently has 
unsecured credit facilities totaling $500 million from four major banks, with a revolving term which may be 
converted into an amortizing term at the Corporation’s discretion. The unutilized credit facilities, combined 
with very low debt ratios, ensure that Canadian Hunter will continue to have the financial resources to 


execute its strategy. 


Total interest expense increased to $16.4 million in 2000, compared to $6.7 million in 1999. The average 
gross rate of interest paid by the Corporation during the year was 6.21 percent, compared to an average 
rate of 5.55 percent paid in 1999. Other financing charges of $48.6 million were incurred in 2000 due 
to the loss on termination of a prepaid natural gas contract, as described in Notes 5 and 6 to the 


Financial Statements. 


Canadian Hunter is exposed to a number of risks inherent in exploring for, developing, producing and marketing 
oil and natural gas. These risks include the following: 


Exploration and Development Risk 

The ability to find and develop economic oil and natural gas reserves to replace existing production and create 
value for Canadian Hunter shareholders is paramount to the Corporation’s success. Canadian Hunter is 
impacted by intense competition for land, for experienced drilling crews and for experienced technical 
professionals. Canadian Hunter employs a number of highly skilled professionals with experience in the 
Corporation's areas of activity. In addition, Canadian Hunter attempts to manage risk by maintaining a portfolio 
of high, medium and lower risk exploration prospects. 

Operational Risk 

Production is processed at both Canadian Hunter operated and non-operated production facilities. 
Production is sometimes temporarily curtailed due to both scheduled and unscheduled facility maintenance 
and upgrading. 

Transportation Risk 


Canadian Hunter transports its products via third party pipelines. Curtailments occasionally occur that are 
beyond our control. 
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Environmental, Health and Safety Risk 

Canadian Hunter is committed to operating in an environmentally sensitive manner and to safeguarding the 
health and safety of the Corporation’s employees, contractors and the public. The Corporation also completes 
a rigorous screening of its operations to ensure safe, efficient activities at all Canadian Hunter job sites. 


Kyoto Protocol on Greenhouse Gas Emissions 

Canada Is signatory to an international treaty to reduce greenhouse gas emission levels. While the Corporation 
is actively participating in programs to reduce its greenhouse gas emissions, at this time it is unclear as to the 
course of action the Canadian or United States governments will take in this regard if the overall treaty goal is 
not achieved. Accordingly, the Corporation cannot measure the potential risk to its business. 


Access to Land 

Uncertainty associated with accessing public lands for oil and gas exploration continues to persist. 
Although there is more definition of protected area boundaries within British Columbia and Alberta, there 
are questions concerning the development of new overlapping federal endangered species legislation, 
which could restrict development in some areas. There are also new concerns with respect to industry 
access to First Nation traditional lands in British Columbia and Alberta. Canadian Hunter will continue to 


participate in land-use planning processes and work with all stakeholders. 


Financial Ris 

As part of the normal course of business, Canadian Hunter is exposed to a variety of financial risks. It is the 
objective of the Corporation to manage financial risks with natural hedges whenever possible. However, 
financial instruments will be used when it can be demonstrated that their use will either reduce risk or modify risk. 


Foreign Exchange Risk 
Canadian Hunter is potentially exposed to foreign currency fluctuations, which create transaction, translation 


and economic exposures. 


Transaction exposure refers to the gains or losses that could potentially be incurred as a result 
of changes in foreign exchange rates from the time a transaction is contemplated or committed to when 


the transaction is settled. 


Translation exposure refers to the variation of the value of assets, liabilities, revenues, and expenses 
recorded in the financial statements in Canadian dollars but denominated in foreign currencies. Exchange 
gains and losses from the translation of the financial statements of self-sustaining foreign operations are 


disclosed as a component of shareholders’ equity and have no effect on earnings. 
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It is one of the Corporation’s objectives to reduce its exposure to fluctuating foreign exchange 
rates when those fluctuations have a negative impact on earnings by managing the spot and rate differential 


associated with its foreign exchange exposure. 


Economic exposure refers to the true economic risk faced by the Corporation’s businesses 
resulting from the impact currency fluctuations may have on the markets, customers and/or competitors. 


These economic risks are not normally hedged. 


Interest Rate Risk 

Canadian Hunter is potentially exposed to interest fluctuations as a result of its borrowing requirements. 
Another of the Corporation’s objectives is to reduce its exposure to fluctuating interest rates when those 
fluctuations have a negative impact on earnings by managing the duration, liquidity and interest costs 


associated with its debt portfolio. 


Commodity Price Risk 
The sales prices received for Canadian Hunter's products are subject to fluctuations in world oil markets 
and North American natural gas markets. Canadian Hunter has over 50% of its forecast 2001 natural gas 


production tied to spot market prices. 


in addition to the limits established by the Board of Directors, the marketing group must have 
each hedging transaction approved by both the President and Chief Executive Officer and the Chief 


Financial Officer. 


The Corporation’s net income and funds from operations are highly sensitive to changes in factors that are 
beyond its control. The following table illustrates the estimated impact of these changes on Canadian 
Hunter’s 2001 funds from operations and net income. 


FUNDS FROM OPERATIONS NET INCOME 


CHANGE OF: $/FULLY $/FULLY 

$ MILLIONS DILUTED SHARE $ MILLIONS DILUTED SHARE 
$0.10/mef in natural gas price 2. 0.12 7.2 0.12 
US$1.00/bb! in the WTI crude oil price 1.3 0.02 Ine 0.02 
1% in short-term interest rates 0.6 0.01 0.6 0.01 
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2001 Outlook 

Canadian Hunter's outlook on the Canadian natural gas sector remains positive. We anticipate the current 
tight balance between natural gas supply and demand in North America will support favourable prices for 
some time. We have a large inventory of quality exploration and development opportunities in our core areas 
in western Canada and in Argentina. We are not opportunity limited. While increasing industry activity is 
likely to drive up costs, capital spending discipline and cost contro! will remain priorities as we continue to 
build value for our 30,000 shareholders. 


With our leverage to natural gas, we are well-positioned to take advantage of this favourable 
price environment. Annual natural gas production is expected to grow a further 14 percent in 2001. The 
2001 total production forecast is broken down in the following table: 


2001 Production 


CANADA ARGENTINA TOTAL 
Natural gaS msc: « 460 30 490 
Natural gas liquids ©: 8,800 165 8,965 
Crude oil (co's 1,200 - 1,200 
Barrel of oil equivalent 86,820 eye 91,995 
Barrel of oil | equivalent 56,000 3,165 59,165 


The table above outlines Canadian Hunter’s current best estimate of 2001 production, which 
is entirely from internally generated exploration and development prospects. Any acquisitions could provide 


additional production growth. 


An exploration and development capital budget of $385 million for Canada and $10 million for 


Argentina has been approved by Canadian Hunter's Board of Directors for 2001. 
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To the Shareholders of Canadian Hunter Exploration Ltd. 
This letter is to confirm that Sproule Associates Limited was retained as an independent consultant to 


evaluate the petroleum and natural gas reserves of Canadian Hunter Exploration Ltd. 


Sproule Associates Limited has prepared a report dated January 26, 2001, entitled “Evaluation 
of the Petroleum and Natural Gas Reserves of Canadian Hunter Exploration Ltd., as of January 1, 2001”, 
and a report dated March 8, 2001 entitled "Evaluation of the P&NG Reserves of Canadian Hunter 
Exploration Ltd. in the Sierra Chata Field, Argentina as of January 1, 2001”, which present the results of this 
evaluation. These reports have been prepared in accordance with the Code of Ethics of the Association of 
Professional Engineers, Geologists and Geophysicists of Alberta. Examinations were made in accordance 
with generally accepted engineering standards and included such tests and other procedures as were 


considered necessary. 


The accuracy of reserves evaluated and associated economic analysis is, in part, a function of 
the quality and quantity of available data and of engineering and geological interpretation and judgment. 
The estimates presented were considered reasonable at the time this report was prepared. However, they 
should be accepted with the understanding that reservoir performance subsequent to the date of the 


estimates may necessitate revision. 


In our opinion, our reports (including 44 percent of the Corporation’s petroleum and natural gas 
reserves in Canada that were re-calculated from last year) present fairly, in all material respects, the reserves 
and resulting cash flows and net present values of Canadian Hunter Exploration Ltd.’s reserves, as at 
January 1, 2001. 


ees 


Sproule Associates Limited 
Calgary, Canada 
March 8, 2001 


A summary of the reports of Sproule Associates Limited is included in Canadian Hunter's Annual Information Form for fiscal 2000. 
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Management’s Report on the 
Financial Statements and Financial Presentation 


The accompanying audited consolidated financial statements and other financial information have been 
prepared by Canadian Hunter’s management who is responsible for the integrity and objectivity of the 
financial statements. Management has implemented systems of internal control to provide reasonable 
assurance that all transactions are properly authorized, assets are safeguarded and financial records are 
maintained to facilitate the preparation of reliable and timely consolidated financial statements. 


The financial statements have been prepared in conformity with generally accepted accounting 
principles and, where appropriate, reflect estimates based on management’s judgment. The financial 
information presented throughout this Annual Report is consistent with the information contained in the 
accompanying consolidated financial statements. 


Ernst & Young LLP, Chartered Accountants, the Corporation’s independent auditors, examined 
the financial statements in accordance with auditing standards generally accepted in Canada to enable 
them to express to the shareholders their opinion on the financial statements. Their report as auditors in 
that regard is set out on page 40 of this Annual Report. 


The financial statements have been further examined by the Board of Directors and by its Audit 
Committee. The auditors have direct and full access to the Audit Committee and meet with the committee 
both with and without the presence of management. The Board of Directors, through its Audit Committee, 
oversees management’s financial reporting responsibilities and is responsible for reviewing and approving 


the financial statements. 


FLL / thee 


Stephen J. Savidant Stephen B. Soules 
President and Senior Vice President, 
Chief Executive Officer Chief Financial Officer and 


Corporate Secretary 


Calgary, Canada 
March 5, 2001 
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Auditors’ Report 


To the Shareholders of Canadian Hunter Exploration Ltd. 

We have audited the consolidated balance sheets of Canadian Hunter Exploration Ltd. (the “Corporation’”) 
as at December 31, 2000 and 1999, and the consolidated statements of net income and retained earnings 
and cash flow for the years then ended. These consolidated financial statements are the responsibility of 
the Corporation’s management. Our responsibility is to express an opinion on these financial statements 
based on our audits. 


We have conducted our audits in accordance with auditing standards generally accepted in 
Canada. Those standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 


evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Corporation as at December 31, 2000 and 1999, and the results of its operations 
and its cash flows for the years then ended in accordance with accounting principles generally accepted 
in Canada. 


Eats Younes SUE 


Ernst & Young LLP 
Chartered Accountants 
Calgary, Canada 
February 2, 2001 
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Consolidated Balance Sheets 


(THOUSANDS OF DOLLARS 


AS AT DECEMBER 31 


Assets 

Current 

Accounts receivable 
Inventories 

Other current assets jove 3) 


Other assets jNote < 
Property, plant and equipment 


Liabilities 
Current 


Accounts payable and accrued liabilities 
Income taxes payable 


Current portion of deferred revenue and other liabilities 


Deferred revenue and other liabilities 
Long-term debt jnore « 

Future income tax liability 

Minority interest 


SEER ETERS iE SNE 


Shareholders’ Equit 
Share capital ;wore 

Retained earnings 

Cumulative translation adjustment 
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On behalf of the Board: 


ACCOMPANYING NC 


Clifford A. Rae 


DIRECTOR 
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2000 


212,777 
18,948 
3,351 
235,076 
33,064 
1,252,484 
1,520,624 


180,164 
19,909 
4,256 
204,329 
52,266 
234,883 
397,060 
13,998 
902,536 


347,638 
270,445 
5 
618,088 
1,520,624 


Stephen J. Savidant 


199'9 


64,082 
3,612 
2,635 

70,329 

24,545 

935,357 
1,030,231 


96,523 
9,709 
8,475 

110,707 
104,213 
160,379 
238,924 


614,223 


347,520 
68,488 
416,008 
1,030,231 
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Consolidated Statements of Net Income 


and Retail 


ANDS OF 


ned Earnings 


DOLLARS, 


YEARS ENDED DECEMBER 31 


Petroleum and natural gas sales 
Royalties 


Production 

General and administrative 

Interest and other financing charges 
Depletion, depreciation and amortization 
Other 

Minority interest 


Income before income taxes 
Income taxes 

Current 

Future 


Net income 


Retained earnings, beginning of year 


Cash issued under incentive share option plan jwore a) 


Retained earnings, end of year 


ete 1 SPRATT PEAS DSRNA PS EESTI ASA TREE SE IEA POR SAE 


Net income per share jo. 
Basic 
Fully diluted 


9 ESTO REINS NPO PEEPS 2 MR OETIRE ES TRETOE TE AT MAE EOS ATS ARDY PREIS EEA 


Canadian hunter 


EXCEPT PER 


909,315 


Pes) 


708,827 


56,198 
24,266 
65,012 
192,839 


340,473. 
368,354 


17,195 
143,430 


207,729 


SP ORAL SSO RETEST 


270,445 


68,488 
Sieur 


IS) 


400,505 
pam oe 


= 326,673 
48,340 
17,353 

6,732 
147,511 
(231) 
219,705 
106,968 


7,103 
30,777 
68,488 


Ws 
Aeic 
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Consolidated Statements of Cash Flow 


(THOUSANDS OF DOLLARS 


YEARS ENDED DECEMBER 31 


Operating Activities 

Net income 

Add (deduct) items not involving cash 
Depletion, depreciation and amortization 
Deferred revenue recognized in the year 
Future income taxes 
Minority interest 

Funds from operations 

Net change in non-cash working capital 

Cash (used in) provided by operating activities 


Investing Activities 

Exploration and development of oil and natural gas properties 
Acquisition of equipment and other assets 

Acquisition of oil and natural gas properties 

Acquisition of Atalaya Energy S. A. jn- 

Acquisition of Kintail Energy Inc. 

Disposition of oil and natural gas properties 

Increase in other assets 

Net change in non-cash working capital 

Cash (used in) provided by investing activities 


Financing Activities 

Cash issued under incentive share option plan 
Share capital issued jwore 

Drawings on long-term debt jw: 

Foreign exchange 

(Decrease) increase in deferred revenue and other liabilities 
Cash (used in) provided by financing activities 
Net change in cash as art: 

Cash, beginning of year 

Cash, end of year 

Funds from operations per share 

Basic 


Fully diluted 


SEE ACCOMPANYING NOTES 
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2000 


207,729 


192,195 
49,334 
143,430 
426 
593,114 
(78,246) 
514,868 


(356,971) 
(4,684) 
(93,097) 
(54,530) 
30,533 
(14,956) 
14,997 
(478,708) 


(5,772) 
118 
74,504 
(21) 
(104,989) 
(36,160) 


1) SINS) 


68,4838 


146,499 
(1,320) 
30,777 
244,444 
20,665 
265,109 


(240,550) 
(2,616) 
(6,821) 
(41,471) 
10,334 
4,695 

(276,429) 
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Notes to Consolidated Financial Statements 


E E ¥ ] 2 AND 1999 


DOLLARS) 


. 


of Significant Accounting Policies 


a 


These financial statements have been prepared by management in accordance with accounting principles generally 
accepted in Canada. 


Consolidation 

The consolidated financial statements of Canadian Hunter Exploration Ltd. (the “Corporation”) include the financial position 
and the results of operations for all of its subsidiaries. A substantial portion of the Corporation’s activities are conducted 
jointly with others and the consolidated financial statements reflect only the Corporation’s proportionate interest in 
such activities. 


Property, plant and equipment 

The Corporation follows the full cost method of accounting for oil and natural gas operations, as prescribed by The 
Canadian Institute of Chartered Accountants, whereby all costs relating to the exploration for and the development of oil 
and natural gas reserves are capitalized and accumulated in country-by-country cost centres. Capitalized costs include 
lease and reserve acquisition costs, geological and geophysical costs, carrying charges of non-producing properties, 
costs of drilling both productive and non-productive wells and direct overhead expenditures related to exploration and 
development activities. Costs capitalized are depleted and depreciated using the unit-of-production method based on 
gross proven oil and natural gas reserves converted to a common unit of measure utilizing relative heating value. In 
determining its depletion base the Corporation includes the cost of unproven land and an estimate of future costs to be 
incurred in developing proven reserves. The entire proceeds from the disposal of oil and natural gas properties are 
applied as a reduction of capitalized costs, except when such disposition would result in a greater than 20 percent 
change in the rate of depletion, in which case a gain or loss on disposal would be recorded. 


In applying the full cost method of accounting, the Corporation performs a ceiling test which restricts capitalized 
costs less accumulated depletion and depreciation, future income tax liabilities and site restoration from exceeding the 
estimated undiscounted value of future net revenue derived from gross proven oil and natural gas reserves, less the 
aggregate of estimated future general and administrative, financing, site restoration and abandonment costs, net of 
salvage values, and income tax costs, plus the lower of cost and estimated net realizable value of unproved properties. In 
calculating the ceiling test, year-end prices of oil and natural gas are used and all costs are assumed to be held constant. 


Estimated future site restoration and abandonment costs are calculated using the unit-of-production method. 
Costs are based on engineering estimates using current costs and technology and in accordance with current legislation 
and industry practices. The annual charge is recorded as additional depletion and depreciation. 


Depreciation of equipment and other assets is provided using the declining balance method at rates ranging 
from 10 percent to 33 percent per annum. 


Inventories 
Inventories of materials and supplies are carried at the lower of average cost and net realizable value. 


Deferred revenue and other liabilities 

Payments received for products not delivered until required in the future are deferred and recorded as revenue when the 
products are delivered or the right to take delivery expires. Payments received in respect of the natural gas transportation 
agreement are recorded as revenue over the term of the contract. 
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Foreign currency translation 

All of the Corporation’s foreign operations are self-sustaining. The accounts are translated using the current rate method 
in which assets and liabilities are converted to Canadian dollars at the exchange rate in effect at the balance sheet date 
and revenues and expenses are translated at the monthly average exchange rate during the month in which the transaction 
occurred. Translation gains or losses are included in a separate component of shareholders’ equity. 


Financial instruments 

The Corporation periodically enters into financial instrument and commodity contracts to reduce its exposure to adverse 
changes in commodity prices, interest rates and foreign exchange rates. Costs and gains on hedge contracts are 
recognized in income in the same period as the hedged transactions are settled. Costs and gains associated with 
unwinding a hedged position, if material, would be recognized in the same period that the hedged item was recognized 
in income. 


The fair value of accounts receivable, accounts payable and accrued liabilities, income taxes payable, and long-term 
debt approximates their carrying amounts. 


Income taxes 

The Corporation follows the liability method in accounting for income taxes. Under this method future tax assets and 
liabilities are determined based on differences between financial reporting and income tax bases of assets and liabilities, 
and are measured using enacted tax rates and laws that will be in effect when the differences are expected to reverse. 
The effect on future tax assets and liabilities of a change in tax rates is recognized in net income in the period in which 
the change occurs. 


Pension costs 

The Corporation has both a defined benefit and a defined contribution pension plan. 

(a) Defined benefit plan 

For the defined benefit pension plan, the Corporation uses the projected benefit actuarial method prorated on length of 
service and best estimate assumptions to value benefit obligations. The obligation for the defined benefit pension plan is 
determined through periodic actuarial reports that are based on projections of interest, employees’ compensation levels, 
and length of service to the time of retirement. Adjustments arising from plan amendments, experienced gains and losses, 
and changes in assumptions are amortized over various periods depending on the nature of the adjustment, ranging from 
the term of the employment contract to which the adjustment relates, to the estimated average remaining service lives 
of the related employee group. For the purpose of calculating the expected return on plan assets, those assets are 
valued at fair value. Current service costs are expensed in the year. 

Commencing January 1, 2000, the Corporation prospectively applied the new accounting recommendations 
for employee future benefits. In applying the new recommendation, the pension liability is calculated using a discount rate 
based on the current market interest rate of high quality debt instruments rather than an estimated rate. This resulted in 
a transitional asset of $5,754 which is being amortized over the estimated average remaining service life of 15 years. 

(b) Defined contribution plan 
Costs associated with the defined contribution pension plan are based upon specific amounts contributed on behalf of 
participating employees during the year and are expensed as incurred. 


Share-based compensation plans 
The Corporation has both an incentive share option plan and an employee share savings plan. 


For the incentive share option plan no compensation expense is recognized when options are issued. If the 
options are repurchased from employees, the excess consideration paid over the exercise price of the option purchased 
is charged to retained earnings. If the option holder purchases the shares at the option price, the consideration received 


from the option holder is credited to share capital. 
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For the employee share savings plan, any contributions made by the Corporation are charged to compensation 
expense in the current year. 


Use of estimates 

Management is required to make estimates and assumptions that affect the reported amount of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the period. 


iisitic ns 


Effective March 1, 2000, the Corporation purchased 78 percent of the outstanding shares of Atalaya Energy S.A. 
(“Atalaya”) for cash consideration of US$37,516 (CDN$54,530). Atalaya is engaged in the exploration for and production 
of natural gas and liquids in Argentina. The Corporation has made an offer to acquire the remaining 22 percent of the 


outstanding shares of Atalaya. This offer expires September 2001. 


On December 22, 1999, the Corporation acquired all of the outstanding common shares of Kintail Energy Inc. 
(“Kintail”) for cash consideration of $3.10 for each common share outstanding ($41,471). 


These transactions were accounted for using the purchase method with the results of operations included in 
the consolidated statements of income from the dates of acquisition. 


The Corporation allocated the purchase price to the assets and liabilities of the acquired companies as follows: 


2000 1999 
NET ASSETS ACQUIRED ATALAYA KINTAIL 
Property, plant and equipment 78,367 79,604 
Net non-cash working capital 3,548 (2,419) 
Future income tax liability (14,242) (29,468) 
Long-term debt - (6,251) 
Minority interest (13,143) - 
2000 1999 

Prepaid natural gas contract 21,459 27,180 
Long-term sales tax receivable 14,956 - 
36,415 27,180 

Less current portion Sso5il 2,635 
_ 33,064 24,545 
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Prepaid natural gas contract 

The Corporation has a prepaid natural gas contract which represents a continuing obligation of a major independent 
producer to deliver to the Corporation approximately 10,865 mmbtu per day of natural gas. As at December 31, 2000 
the remaining obligation totaled 25 bef of natural gas (1999 — 29 bcf). 


Long-term sales tax receivable 
Long-term sales tax receivable consists of sales tax paid on the purchase of foreign properties. This tax is recoverable 
as revenue is earned from the properties purchased. 
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Property, Plant and Equipn 
DECEMBER 31, 2000: 


ACCUMULATED 
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DEPLETION AND NET BOOK 
as COST DEPRECIATION VALUE 
Oil and natural gas properties 2,830,269 (1,591,124) 1,239,145 
Equipment and other assets 48,703 (35,364) 13,339 
2,878,972 (1,626,488) 1 ,252,484 
DECEMBER 31, 1999: ACCUMULATED 
DEPLETION AND NET BOOK 
ie = = COST DEPRECIATION VALUE 
Oil and natural gas properties 2,330,861 (1,407,378) 923,488 
Equipment and other assets 44,034 (82,165) 11,869 
acl oa ih a lh, SS tfc 2,374,895 (1,489,538) 935,357 
General and administrative expenses of $11,297 (1999 — $9,836) were capitalized. 
Deferred Revenue 
Wa : aes i 2000 1999 
Prepaid natural gas contracts 2,115 61,538 
Future site restoration 37,107 31,900 
Natural gas transportation agreement 13,022 13,559 
Provision for future lease costs 3,613 SHeih | 
Pension liability (wore 9) 665 420 
56,522 112,688 
Less current portion 4,256 8,475 
52,266 104,213 
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Prepaid natural gas contracts 

In 1991 the Corporation entered into a natural gas pre-sale agreement with a co-generation facility in Syracuse, New York 
to supply 120 bcf of natural gas over a 16 year period, and in connection therewith a pre-payment equal to $101,328 
was received. As at December 31, 1999, the Corporation’s remaining supply commitment totaled 69 bef of natural gas. 
On August 2, 2000 the remaining obligation was terminated for a payment of $103,082. 


During the year the Corporation entered into an AECO/Nymex differential contract with a third party. As part 
of the contract, the Corporation received a payment for a call premium on 20,000 mmbtu per day to October 2001. 


Future site restoration 

The Corporation estimates total future site restoration and abandonment costs to be $78,792 at December 31, 2000 
(4999 - $64,400) of which $37,107 (1999 — $31,900) has been accrued as a liability and $5,851 (1999 — $5,855) has 
been charged to income during the year. 


Natural gas transportation agreement 
The Corporation is a party to a natural gas transportation agreement for the utilization of pipeline capacity of 19,438 mmbtu 
per day to October 31, 2023. In return, a payment of US$10,500 was received which is being amortized into income 


over the term of the contract. 
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Provision for future lease costs 

The provision for future lease costs relates to the subleasing of seven floors of space within the Calgary head office. This 
provision represents the difference between the original lease rate and the estimated amounts recoverable under subleases 
during the remaining term of the lease which expires in 2003. The provision is being amortized over the term of the lease. 


i 4 i¢ mi ») ef 1 
2000 1999 
Canadian dollar debt 144,271 160,379 
US dollar debt —s 90,612 eS ou pois 
234,883 160,379 
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Bank credit facilities 

The Corporation has arranged $500,000 of unsecured lines of credit with four major Canadian banks. Drawings on these 
lines have a revolving term which may, at the Corporation's discretion, be converted into an amortizing term. If the term 
date is not extended, the facilities will become repayable in equal quarterly payments over 4 years. No amount is required 
to be paid on these facilities within the next year and accordingly no current portion of long-term debt was recognized. 
The remaining available line of credit at December 31, 2000 is $198,808. The average rate of interest paid by the 
Corporation during the year on these facilities was 6.21 percent (1999 — 5.55 percent). 


Interest and other financing charges 


2000 1999 
Interest on long-term debt 16,208 6,732 
Loss on termination of a prepaid natural gas contract 48,634 = 
Other 170 = 

— -_ weecncennners " “ a ee o: 65,01 2 6,732 


The future income tax provision results primarily from the deduction, as permitted by tax legislation, of exploration and 
development expenditures in advance of the related deductions in the financial statements. 


The effective tax rate used in the financial statements differs from the statutory income tax rate due to 
the following: 


2000 1999 
Income before taxes 368,354 106,968 
Statutory rate 44.87% 44.87% 
Expected income taxes 165,280 a ‘47,997 
Add/(deduct): 

Non-deductible crown charges, net of Alberta Royalty Tax Credit 79,313 30,234 
Resource allowance (78,716) (35,859) 
Tax benefit not previously recognized (529) (2,553) 
Provincial royalty tax deduction (1,842) (806) 
Large corporations tax 2,194 2,794 
Other (5,075) (3,827) 
Provision for income tax expense 160,625 38,480 
Effective tax rate 43.61% == ~—- 36.97% 
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Share Capital 


Authorized 
Unlimited number of common shares 


Unlimited number of preferred shares — issuable in series 
Issued 


Common shares 


2000 1999 
SHARES AMOUNT SHARES AMOUNT 
_ ea (000S) ($000S) (0008S) ($0008) 
Balance, beginning of year 59,657 347,520 59,564 347,520 
Issued during year _ 12 118 93 ~ 
Balance, end of year 59,669 347,638 69,657 347,520 


Certain members of management have the right to receive 92,540 common shares which were issued at a price of $8.63 
per share, These common shares were issued under the Corporation’s share purchase plan and are held as security for 
loans receivable from management of $799. For financial statement reporting purposes, these loans have been deducted 
from shareholders’ equity. 


Common share options 


The Corporation has an incentive share option plan under which options granted to acquire common shares vest 
proportionately over five years and expire ten years after the grant date. The exercise price is equal to the market price 
of the Corporation’s common shares on the last trading day preceding the date of grant. 


2000 1999 

NUMBER OF WEIGHTED NUMBER OF WEIGHTED 

OPTIONS AVERAGE OPTIONS AVERAGE 

(0008S) PRICE/SHARE (0008S) PRICE/SHARE 

Outstanding at beginning of year 2,224 9.84 = = 

Granted 803 23.92 2,282 9.85 

Exercised (292) 9.67 - - 

Forfeited (40) 14.46 (58) 10.02 

Outstanding at end of year 2,695 13.99 2,224 9.84 

Exercisable at end of year 153 10.14 = - 
At December 31, 2000 the following options to purchase common shares were outstanding: 

OPTIONS OUTSTANDING OPTIONS EXERCISABLE 

NUMBER OF WEIGHTED WEIGHTED NUMBER OF WEIGHTED 

RANGE OF OPTIONS AVERAGE AVERAGE YEARS OPTIONS AVERAGE 

EXERCISE PRICE (O00S) EXERCISE PRICE TO EXPIRY (000S) EXERCISE PRICE 

Under $15.00 1,855 $9.60 8.0 145 $9.59 

$15.00 to $25.00 39 $18.35 8.4 6 $18.94 

Over $25.00 801 $23.94 9.2 2 $25.10 

Total 2,695 $13.99 8.4 153 $10.14 


At December 31, 2000, there were 2,863,286 (December 31, 1999 — 3,626,000) common shares reserved for the 


granting of additional options. 
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Earnings per share and funds from operations per share 

Earnings per common share and funds from operations per common share have been calculated using the weighted 
average number of common shares for 2000 of 59,574,775 (1999 — 59,564,068). Fully diluted earnings per common share 
have been calculated based on the assumption that all options issued, to the extent they are not antidilutive, have been 
exercised. For 2000, the fully diluted earnings per share amount assumes 62,244,550 fully diluted shares outstanding 
(1999 - 61,880,363), and includes imputed interest of $4,725 (1999 — $1,064) at a rate of 5 percent (1999 — 5 percent) 
on the proceeds from the exercise of options. 


Pension Plan 
For the current year, the Corporation used an independent actuary for determining the defined benefit pension plan 
funding and accounting reporting requirements. 

Summary information relating to the defined benefit plan at December 31, 2000 is as follows: 


Significant actuarial assumptions: 


. 


Expected long-term rate of return on plan assets (%) 7.0 
Discount rate (%) 7.0 
Rate of compensation increase (%) 4.5 
Accrued benefit obligation: 
Accrued benefit obligation, beginning of year 16,450 
Current service cost 222 
Interest cost 1,184 
Actuarial losses 15 
Benefits paid (904) 
Accrued benefit obligation, end of year WES) 
Plan assets”: 
Fair value of plan assets, beginning of year 21,783 
Actual return on plan assets 1,918 
Employer contributions on 
Benefits paid (904) 
Fair value of plan assets, end of year 22,948 
Funded status — plan surplus: 5,239 
Unamortized net actuarial gains Hoe 
Unamortized net transitional asset (5,370) 
Net accrued benefit asset - 424 
Net balance sheet liability 665 
Excess of fund assets over net balance sheet liability 1,086 
Pension expense: 
Defined benefit 344 
Defined contribution Oly, 
1,361 
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*Pension fund assets consist of short-term and money market investments. 
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Financial Instruments 


Financial contracts 
To reduce its exposure to adverse changes in commodity prices, interest rates and foreign exchange rates, from time- 


to-time the Corporation utilizes financial instruments such as swaps and fixed commodity contracts to hedge against 
market fluctuations. 


Commodity contracts 
At December 31, 2000, the Corporation had the following natural gas hedging positions in place: 


NOTIONAL UNRECOGNIZED 

CONTRACT AVERAGE ROSS VA 

AMOUNT FIXED PRICE DEC. 31, 

CONTRACT TYPE CONTRACT PERIOD (UNITS) $/UNIT) 2000 
AECO fixed price January 2001 to October 2005 20,000 GJ/day $4.15 61,727 
AECO/NYMEX differential January 2001 to October 2001 20,000 mmbtu/day US$0.045 11,878 


The AECO/NYMEX differential has a US$5.00/mmbtu Nymex ceiling. The AECO fixed price contract was entered into 
simultaneously with the termination of the prepaid natural gas contract. 


The above estimated unrecognized amounts are based on the market value of these financial instruments as 
at year end, and represent the amounts the Corporation would receive or pay to terminate the contracts at year end. No 
amount for these instruments is recorded in the financial statements. 


Credit risk 

A significant portion of the Corporation’s accounts receivable are due from entities in the oil and gas industry. 
Concentration of credit risk is mitigated by having a broad customer base, which includes a significant number of companies 
engaged in joint operations with the Corporation. The Corporation routinely assesses the financial strength of its partners 
and customers, including parties involved in marketing or other commodity arrangements. 


The Corporation is exposed to credit risk associated with possible non-performance by financial instrument 
counter parties. The Corporation believes the risks of non-performance are minimal as the counter parties are major 
financial institutions that have an investment-grade crédit rating as determined by recognized credit rating agencies. The 
Corporation also limits its total exposure to individual counter parties. 


Off-Balance-Sheet risk 

The Corporation entered into a foreign exchange forward contract to hedge its net investment in a self-sustaining foreign 
subsidiary. This forward contract to exchange US$38,983 for Canadian dollars at an exchange rate of 1.4529 matures 
on September 2005. As a result of the forward contract, the exchange gains and losses recorded on translation of the 
subsidiaries’ financial statements will be offset by the gains and losses attributable to the foreign exchange forward contract. 


Commitments 
Operating leases under existing lease commitments are as follows: 


2001 4,869 
2002 4,443 
2003 1,076 

10,388 
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The net eettes in non-cash working capital consist of the following: 


ments of Cash 


2000 1999 
Cash (used in) provided by 

Accounts receivable (148,444) (24,546) 
Inventories (14,327) 3,831 
Accounts payable and accrued liabilities 81,774 42,785 
Income taxes payable 14,2007 eee __ 5,709 
(66,797) 27,719 
Atalaya Energy S.A. net working capital [note 2] 3,548 - 
Kintail Energy Inc. net working capital [note 2] - eis 9) 
(63,249) 25,360 

The change in non-cash working capital relates to the following activities: : 
2000 1999 
Operating (78,246) 20,665 
Investing 14,997 | 4,695 


_ 63, 249) 25,360 


Cash taxes = paid in 2000 were 2 $3, 009 9 (1999 - $1 994), and ae interest eal in n 2000 was $15,441 419 (1999 - $8,990). 


The Corporation has operations in Canada and Argentina. All activities relate to the exploration, development and 
production of oil, liquids and natural gas. 


CANADA ARGENTINA TOTAL CORPORATE 

2000 1999 2000 1999 2000 1999 

Petroleum and natural gas sales 895,592 400,505 si2o \ = 909,31 15 7 400,505 

Property, plant and equipment 1,096,577 935,297 155,907 60 ,252,484 ‘ 935,357 
rative Data 


Certain comparative amounts have been reclassified to conform with current year presentation. 
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Return on 
Sapital Employed 
%) 


rash Netback 


)/boe) 


799 866 7.77 998 19.95 


Supplementary Information 


Five Year Review 


($ MILLIONS EXCEPT PER SHARE AMOUN 
2000 
Financial 
Revenues 
Oil and natural gas sales 909.3 
Royalties (200.5) 
708.8 
Expenses 
Production 56.2 
General and administrative 24.3 
Interest and other financing charges 65.0 
Depletion, depreciation and amortization 192.8 
Other 1.7 
Minority interest 0:5 
340.5 
Taxes 
Current 17.2 
Future 143.4 
160.6 
Net Income 207.7 
Per common share (sas 3.49 
Per common share (FuLLY DILUT! 3.37 
Funds from Operations 593.1 
Per common share (gasic) 9.96 
Per common share (FULLY DILUT 9.56 
Balance Sheet Information 
Long-term debt 234.9 
Working capital surplus (deficiency) 30.7 
Shareholders’ equity 618.0 
Common shares outstanding (i }:0: 59,577 
Fully diluted shares outstanding (7. 62,245 
Key Financial Ratios 
Return on average shareholders’ equity | 40 
Return on capital employed |. 35 
Net debt to trailing cash flow ratio 0.4 
Debt to total capitalization (».) 28 


NOTE; INCOME STATEMENT AND STATEMEN 


canadian hunter 


1999 1998 1997 1996 
400.5 266.2 260.4 227.8 
(73.8) (43.8) (44.6) (35.8) 
326.7 229.4 215.8 192.0 
48.4 34.8 28.8 23.8 
ee 11.0 9.4 11.4 
6.7 8.8 8.8 8.8 
147.5 120.8 115.0 114.7 
(0.2) (0.4) 5.5 4.5 
2107 175.0 167.5 163.2 
ie 8.9 = . 
30.8 11.8 19.3 11.5 
38.5 20.7 19.3 11.5 
68.5 26.7 29.0 17.3 
1.45 0.45 0.49 0.29 
142 0.45 0.49 0.29 
244.4 156.2 160.9 142.1 
4.10 2.62 OT] 2.39 
3.97 2.62 271 2.39 
160.4 150.0 125.0 125.0 
(40.4) (10.3) 4.0 3.8 
416.0 347.5 285.9 389.8 
59,564 59,564 59,564 59,564 
61,880 59,564 59,564 59,564 
18 8 9 4 

12 6 7 5 
0.7 1.0 0.8 0.9 
28 30 30 24 


the relentless pursuit of value 


come om Vin mae rd mara Pal 
Five Year Review 


2000 1999 1998 1997 1996 
Operating 
Production 
Natural gas (mmei/a 430 Sor 288 Le 254 
Natural gas liquids jopis/a 8,068 6,216 5,439 5,047 4,639 
Crude oil (95) 1,376 1,965 2 Si eee 8,848 
Total (bos/a 81,104 67,721 56,022  —53,457 50,613 
Developed Land Holdings ao 
Gross 976 G25 578 770 767 
Net 622 499 400 565 538 
Undeveloped Land Holdings 
Gross 2,766 2,011 11,784 1,219 S20 
Net 1,879 1,453 eis 926 931 
Capital Expenditures ] 
Lease acquisition and rentals 75.0 22.8 29.0 34.6 19.0 
Seismic 12.2 deal 4.6 8.2 45 
Operating Expense Drilling and completions 171.6 128.8 105.0 82.8 40.4 
($/boe) Facilities 86.9 66.0 46.2 30.9 24.0 
Capitalized general and administrative 11.3 9.8 11.0 9.8 9.2 
199 147 170 196 1.88 Exploration and development expenditures 357.0 2405 1958 1663 Oil 
Acquisitions 147.6 48.3 14.6 5.6 56.3 
Dispositions (30.5) (10.3) (3.1) (146.0) (65.8) 
Other 4.7 2.6 Onl 2S ila 
Net capital expenditures 478.8 581.1 © 2100 ~ eed 99.3 
Reinvestment Ratio 
Exploration and development capital only | 
Canada 60 98 125 103 68 
Argentina 98 = = = = 
Corporate 60 98 125 103 68 
Total capital expenditures 
Canada 59 Wis 136 18 70 
96 97 98 99 00 Argentina 1,836 ~ - - = 
Corporate 81 115 136 18 70 
Natural Gas Recycle Ratio 
Production 
(mmef/d) 2.9 2.0 1.4 4.4 oe 
254 272 288 «357-430 ernevens <a) a : 
Calgary office 215 182 167 151 144 
Argentina 5 1 = Z = 
Field 12 11 12 9 10 
96 97 98 99 00 
the relentless pursuit of value 
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Production 


(bbis/d) 


Crude Oil 


| 
: ; yp 
3,548 2,997 2,577 1,965 1,376 
_ Natural Gas 


Liquids Production 
(bbis/d) 


4,639 5,047 5,439 6216 8,068 
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96 97 98 99 00 
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Reserves Reconcilia‘ 


NATURAL GAS (bef) 


RISKED 
PROVEN PROBABLE 


January 1, 1996 621 76 
Discoveries and extensions 108 - 
Revisions of prior estimates (3) (8) 
Purchases 70 18 
Dispositions (27) - 
Production  —_ (93) - 
January1,1997 ==  ~—«~«676 91 
Discoveries and extensions 170 11 
Revisions of prior estimates 23 (4) 
Purchases 4 — 
Dispositions (ial) (8) 
Production (100) - 
January 1, 1998 ; 658 90 
Discoveries and extensions 164 S 
Revisions of prior estimates ) (8) 
Purchases 8 - 
i Dispositions (2) - 
Production (105) - 
January 1,1999 732 87 
Discoveries and extensions 239 8 
Revisions of prior estimates 48 (12) 
Purchases 29 1 
Dispositions (3) = 
Production ; (130) - 
January 1,2000 915 84 
Discoveries and extensions 228 18 
Revisions of prior estimates (16) (10) 
Purchases a 40 
Dispositions (10) = 
Production (157) = 
January 1,2001 1137 132 
NOTE: RESERVES IN 1996-199. 
RATE OF FIVE THO IN 
CANADIAN HU 
WERE OBTAINED FROM THE SPROULE 


355 


ESTABLISHED 


CRUDE OIL AND NGLS (mmbbls)* 
RISKED 
PROVEN PROBABLE ESTABLISHED 


18.8 2.8 21.6 
1.3 = 1.3 
14 0.4 1.8 
1.2 0.2 1.4 
(1.4) (0.5) (1.9) 
(3.0) = (3.0) 

18.3 2.9 21.2 
1.8 0.2 2.0 
0.5 (0.4) 04 
0.1 2 0.1 
(2.8) (0.6) (3.4) 
(2.9) a (2.9) 
15.0 a 17.1 
2.9 0.3 OP) 
44 0.6 47 
0.1 2 0.1 
(2.9) : (2.9) 
19.2 3.0 90,0 
3.0 0.1 3.1 
0.4 (0.8) (0.4) 
0.7 = 0.7 
(3.0) = (3.0) 

20.3 28 22.6 
4.0 0.2 4.2 
0.3 (0.2) 0.1 
14 0.2 13 
(0.1) E (0.1) 
(3.4) = (3.4) 

200 2.5 24.7 
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Segmented Information 


FOR THE YEAR ENDED DECEMBER 31 (UNAUDITED) 


Financial 
Gross production revenue 
Funds from operations 
Net income 
Capital expenditures 
Exploration and development 
Acquisitions 
Dispositions 
Operating il 
Production 
Natural gas | 
Crude oil 
Liquids 
Total «: 
Net Debt to Prices 
Trailing Cash Flow Natural gas 
Crude oil 
Liquids 
Netback 
Product revenue 
Royalties 
Operating expense 
Operating netback 
Reserves . 
Natural gas (5<1) 
Developed producing 
Developed non-producing 
Undeveloped 
Total proven =? 
Risked probable 
Crude oil and natural gas liquids (9m 
Developed producing 


Net Undeveloped Developed non-producing 
Land Holdings Undeveloped 
(THOUSAND ACRES) Total proven 

931 926 1,313 1,453 1,879 Risked probable 
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CANADA ARGENTINA 

2000 1999 2000 1999 
895.6 400.5 13.7 ~ 
585.8 244.4 7.3 - 
206.9 68.5 0.8 = 
349.9 240.5 7.1 - 
21.0 48.3 126.6 - 
30.5) a = 
416 367 14 - 
1,376 1,965 - - 
7,992 6,216 76 - 
78,769 67,721 2,885 - 
5.06 2.60 2.13 - 
34.64 26.01 - - 
36.39 1890 42.84 - 
31.07 16.20 13.74 - 
(6.90) (2.98) (1.63) - 
(1.85) (1.96) (2.86) . 
29:32) 0it20  eeeeng.25 - 
799.4 724.3 60.8 - 
9.0 16.0 - - 
161.0 iva ocd - 
969.4 914.9 167.8 - 
92.2 843 40.1 - 
17.4 16.8 0.4 - 
0.2 0.2 ~ - 
oH Su Bote Ns = 
21.2 20.3 1.0 - 
2.3 2.4 0.2 - 
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Drilling History 


GROSS NET 


Exploratory 

Natural gas 198 172.4 162 1169 
Crude oil - - 2 eS 
Dry 41 34.2 34 29.4 
Total exploratory --239':«206.6 =‘ 188=—«147.5 
Development ed Fel 
Natural gas 85 58.6 (4 ele 
Crude oil - - 2 heal 
Dry Sh 12) 1018 
Total development 93 644 = 78 481 
Total wells drilled 332 271.0 = 266: 195.6 
Successratios) 8 i, 
Exploratory 83 83 82 80 
Development 91 91 85 78 
Overall 85 iP 85 8s 80 


Oil and Natural 


PRODUCING WELLS 


GROSS NET 
Natural gas wells 
Alberta 794 ON 
British Columbia 364 244 
Argentina 30 iG 
Cle |) Ss Secs 828 
Oil wells ae 
Alberta 61 21 
British Columbia ala alle 
Argentina ; _—— - = 
Total Acca 78 38 
Totalwells 266 866 


Major Producing 


2000 PRODUCTION 


PERCENT NATURAL GAS 


(boe/d) 
Deep Basin Avena 86 
Border/Corridor 11,902 91 
Kaybob 7,402 93 
Claresholm/Parkland 5,898 96 
Lethbridge 8,900 100 
Argentina 258389 97 
Other 2,546 51 
ceo 1. 81,104 88 
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1998 1997 
GROSS NET GROSS NET 
68 50.8 38 29.3 
1 04 4 3.4 
19 12.7 26 20.7 
88 63.9 68 53.4 
64 40.5 60 36.0 
Se OG 6 4.5 
12 64 S39 
81 48.6 71 44.4 
169 1125 139 97.8 
78 ~—-80 62 «6 
85 89 939 
82 84 ie 
NON-PRODUCING WELLS 

GROSS NET 

463 323 

105 71 

4 1 

572 395 

21 9 

8 i 

29 16 


1996 
GROSS NET 
14. 11.8 
22 eG 
ZY en 
37 25.9 
40 26.8 
7 44 
47. 312 
84 57.1 
4353 
85 86 
yal 

TOTAL WELLS 
GROSS NET 
1,257 900 
469 315 
34 8 
1,760 1226 
82 30 
25 24 
107 54 


PERCENT OF TOTAL 
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Quarterly Financial Information (Unaudited) 


THREE MONTHS ENDED 


($ MILLIONS EXCEPT PER SHARE DATA) MAR 34 JUN 30 SEP 30 DEC 34 TOTAL 
Fiscal 2000 
Revenue before royalties 130.6 174.2 PTS) 376.9 909.3 
Net Income 24.8 36.2 83.9 er2 207.7 
Per common share (sasic 0.42 0.60 0.56 13911 3.49 
Per common share (Fruity piu 0.40 0.59 OLS) 1.83 Cron 
Funds from operations 86.7 WZ 149.3 244.6 593.1 
Per common share (245!0) 1.45 1.89 2.51 4.11 9.96 
Per common share (FULLY DILUTED) 1.40 1.80 2.40 3.96 9.56 
Capital expenditures 
Exploration and development 120.2 56.7 64.1 116.0 Bron) 
Acquisitions 54.3 6.5 14.5 28 147.6 
Dispositions (0.2) (0.2) (28.0) (2.1) (30.5) 
Production 
Natural gas tr mcta 384 412 434 490 430 
Crude oil (pbis/ 1,008 1,466 1,266 1,074 STAs 
Liquids 7,148 6,954 7,923 9,631 8,068 
Total (box 73,392 77,166 81,442 92,289 81,104 
Prices 
Natural gas | z 2.91 3.94 4.89 7.43 4.96 
Crude oil 38.47 36.57 Si 48 27.06 34.64 
Liquids 82 12 32.28 37.51 42.02 36.46 
Fiscal 1999 
Revenue before royalties U2 88.7 Over 126.9 400.5 
Net Income 10.0 9.7 18.9 29.9 68.5 
Per common share 3«: Omnia 0.16 0.32 0.50 WSS 
Per common share 5 \: ITEL 0.16 0.16 0.31 0.49 Wal 
Funds from operations 46.3 SO 67.9 80.1 244.4 
Per common share 0.78 0.84 1.14 1.34 4.10 
Per common share LY ORGS 0.81 le1@) ine 3.O7 
Capital expenditures 
Exploration and development 86.3 30.1 49.1 S20) 240.5 
Acquisitions Om 3.6 Ors Auf 48.3 
Dispositions (10.3) - - - (10.3) 
Production 
Natural gas 3850 348 354 376 30/7 
Crude oil 9.) 1,999 2,120 1,897 1,848 1,965 
Liquids | 6,269 5,260 6,621 6,708 6,216 
Total 66,689 65,444 Cn aer 71,166 67,721 
Prices 
Natural gas 2.14 2.42 Pane 3.04 2.60 
Crude oil 19.56 23,88 28.31 Sse 26.01 
Liquids slain Wee 21.48 26.01 18.90 
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Conversion Rate Comp: 


2000 
Production 
Average daily (boe/a) 52,440 
Annual (mmboe) 19.2 
Natural gas (°) 82 
Netback seo) 
Revenue 47.16 
Royalties (10.40) 
Operating costs (2.91) 
Operatingnetback ==—~*«S'D_'B 
General and administrative expense (1.26) 
Interest expense (0.84) 
Current taxes (0.90) 
Cashnetback = == 30.85 
Consolidated Reserves > . 
Proven 135.9 
Risked probable USA 
Established 151.6 
Proven Reserve 
Life Index (years) 7.1 
Proven Reserves Added nso: 
Discoveries and extensions 26.8 
Engineering revisions (B3) 
Acquisitions (dispositions) 17.8 
Performance Ratios 
on Proven Reserves 
Finding and development cost 

Canada 13.71 

Argentina - 

Corporate 13.99 
All-in replacement cost 

Canada 13.63 

Argentina 7.30 

Corporate 10.95 
Production replacement : 6) 
(excluding net acquisitions) 

Canada 137 

Argentina = 

Corporate 133 
(including net acquisitions) 

Canada 134 

Argentina 3,495 

Corporate 226 


canadian hunter 


10:1 CONVERSION 


IQS) 


43,905 
16.0 
81 


24.99 
(4.61) 
(3.02) 

17.36 
(1.08) 

0.42) 

(0.48) 

15.38 


ies 
10.7 
2255 


26.9 


1998 


36,820 
13.4 
18 


19.80 
(3.27) 
(2.59) 

13.94 
(0.82) 
(0.65) 
(0.66) 

11.81 


92.4 


lier 
104.1 


SES 


6:1 CONVERSION 


1997 2000 1999 
35,292 81,104 67,721 
12.9 29.7 24.7 
eh 88 88 
20,22 30.49 16.20 
3.47) (6.72) (2.98) 
2.23) (1.88) (1.96) 
14.52 21.89 11.26 
0.73) (0.81) (0.70) 
0.68) (0.55) (0.27) 
= (0.58) (0.31) 
1BA4 19.95 9.98 
80.8 211.8 172.8 
{1a 24.6 16.3 
91.9 236.4 189.1 
6.3 TA 7.0 
18.8 42.0 42.8 
2.8 (2.3) 8.4 
(13.8) 29.0 5.1 
7.70 8.82 4.70 
7.70 9.00 4.70 
3.32 8.78 4.95 
Z 4.48 - 
3.32 6.91 4.95 
167 138 207 
167 134 207 
60 134 228 

A 3,490 - 

60 231 228 


1998 


56,022 
20.4 
86 


13.02 
(2.15) 
(1.70) 
9.17 
(0.54) 
(0.43) 
(0.43) 
7.77 


141.2 


17.5 
158.7 


30.3 


LOOT 


the relentless pursuit of value 


Corporate Information 


iTec.ors 


Larry I. Bell ° 

Vice Chairman, 
Shato Holdings Ltd. 
Vancouver, B.C. 


James K. Gray, O.C., L.L.D. 
Chairman of the Board, 
Canadian Hunter Exploration Ltd. 
Calgary, Alberta 


Robert J. Harding, F.C.A. '° 
Chairman, 

Brascan Corporation 

Toronto, Ontario 


The Honourable E. Peter Lougheed 
PG. GCs O:Cs- 

Counsel, 

Bennett Jones 

Calgary, Alberta 


Clifford A. Rae, Q.C. '? 
Corporate Director, 
Calgary, Alberta 


Cedric E. Ritchie, O.C., L.L.D. ’” 
Past President and Chief Executive 
Officer, Bank of Nova Scotia 
Toronto, Ontario 


Stephen J. Savidant 

President and Chief Executive Officer, 
Canadian Hunter Exploration Ltd. 
Calgary, Alberta 


Stephen G. Snyder ° 

President and Chief Executive Officer, 
TransAlta Corporation 

Calgary, Alberta 


' Audit Committee 
* Corporate Governance 
and Nominating Committee 
° Human Resources and 
Compensation Committee 


Environment, Health and Safety matters are 
addressed by the entire Board of Directors. 


Oil and gas reserves reporting are addressed 
by the entire Board of Directors. 


We @: 


Stephen J. Savidant 
President and Chief Executive Officer 


Michael E. Downey 
Senior Vice President 
and Chief Operating Officer 


Murray R. Lueke 

Senior Vice President, Engineering 
and President, 

Canadian Hunter Argentina, S.A. 


Stephen B. Soules 
Senior Vice President, 
Chief Financial Officer 
and Corporate Secretary 


Dave Elgie 
Vice President, Business 
Development and Acquisitions 


Blake Fleming 
Vice President, 
Hunter North Business Unit 


Al Schink 
Vice President, 
Hunter South Business Unit 


John S. Kowal 
Treasurer 


Dave Allan 
Manager, Information Systems 
and Production Accounting 


Lia Bosch 
Manager, Human Resources 


Suzanne Brazao 


Director, Marketing Planning and Control 


Michael St. Clair 
Manager, Marketing and Trading 


Barb Stretch 
Manager, Investor Relations 


2000 Share Trading 


The Stock Exchange Listing 


The Toronto Stock Exchange 
Symbol: HTR 


franster Agent 


Computershare Investor Services of 
Canada (formerly Montreal Trust 
Company of Canada) 

Toll Free: 1-888-267-6555 


LUCIOrs 


Ernst & Young LLP 


Evaluation Engineers 
Sproule Associates Limited 


fe 


Mead Office 

Suite 2800, 605 — 5th Avenue S.W. 
Calgary, Alberta, Canada T2P 3H5 
Telephone (403) 260-1000 
Facsimile (403) 260-1180 

Website www.canadianhunter.com 


investor Relations 
Manager, Investor Relations 
Telephone (403) 260-1197 

(403) 260-1715 

(403) 260-1180 
investor.relations@ 
canadianhunter.com 


Facsimile 
Email 


($/SHARE) (THOUSANDS) 
48 
5 | H f i 
Jan Feb Mar Apr May June — July Aug Sept Oct Nov Dec 
Close =a Average Daily VoIUMe smsmsese 
the relentless pursuit of value 


canadian hunter 


800 


LETT TTT TTT T ETT 


i L + 


Bob Ross, Frank Van Humbeck, Paris Hill, Phil Reed, Marianne Haugli, 
ather MacLellan Debbi Reid, Janelle Davidson, Denise Woofter, Teresa Marin 
/ en \ Peter Gamble, Mike Downey, Ray Geuder, Rick Cheetham, Dave Smith 
retch, Linda Westbury, Kathy Trofin, Gil Cordell, Bonnie Olsen, Steve Savidant. 
Michael Si. Clair, Ellie Doerksen, Sylvie Boivin, Donna Pidgeon, Pierre Gagnon, 


derson Andrew Mainland, Dave Elgie, Debbie Lagore, Brenda Klein, 


Steve Irish, Ted Stordy, Debbie Dobrescu, Janet Durksen, Andrea Reid, 


tecyk Ron Grams, Rick Moses, Jim Campbell, Scott Godsman Donna Shield, 


Basilis, Connie Mueller, Sharlene Claerhout, Tracy Luft, John Kowal, Gina Foote, 


ning, Dale Tremblay, Rodger Trimble, Heather Kinghorn, Vicky Konowalyk, Lynn Woolston, 


onald, Michael Langfield, Dana Howson, Sandra Spiteri, Koreen Hasselaar, Glen Bos, 


, Alvaro Vasquez, Donny Johnson, Brenda Lickiss, Laura Lofstrom, Valerie Robertson, 


I 


